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Capital . 
Ordinary Reserve Fund 
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Bills for collection . 
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A/C of Customers . 
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1,362,000,000 
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9,312,978,432 
2,329,143,713 


20,660,133,519 
13,132,932,555 


1,900,468,189 


562,157,232 
78,832,237 


151,573+923,617 


Depositors of Securities 
Accounts guaranteeing special 
Accounts . 


Bank’s Securities guaranteeing 
staff Assistance & Retire- 
ment Fund . 


23,170,369,901 


11,538,943 


1,889,042,000 


176,644,874,461 


Cash, Balances with Banks & 
Money at call 


Govt. & semi-Govt. Se- 
curities & Treasury 
Bills . 


Other Securities 


Invest- 
ments 


Contango, Advances on Securi- 
ties & Loans 


Bills receivable & Re-discounts 
Sundry Accounts 

Premises . 

Furnitures & Fixtures . 


Customers’ Liability for Gua- 
rantees & Acceptances 


Securities deposited Py Third 
Parties 

Special guaranteed Accounts 

Staff Assistance & Retirement 


Fund-Securities deposited by 
the Bank as guarantee . 


1947 


ASSETS 


41,984,244,764 


10,969,686,972 
326,572,124 


49,265,857,699 
27,387,561,026 
802,680,127 
177,187,385 
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AUTONOMOUS SECTIONS FOR SPECIAL CREDITS 


SECTION FOR CREDIT TO MEDIUM AND MINOR INDUSTRIES 


Capital and Government Guarantee Fund L. 2,275,000,000 
SECTION FOR HOTEL AND TOURIST CREDIT 
Aggregate Capital and Reserves L. 197,597,664 


SECTION FOR CO-OPERATIVE CREDIT 


Capital L. 500,000,000 - Government Guarantee L. 2,000,000,000 


SECTION FOR MORTGAGE CREDIT 
Aggregate Capital and Reserves L. 99,974,926 


SECTION 


FOR CINEMA CREDIT 


Aggregate Capital and Reserves L. 383,580,304 
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SUMMARY 


In the paper ” Evolution of the Psychology of Work and of Accumulation” Professor 
Corrado Gini anticipates for this Review an essay on his most recent researches in the 
field of the sociology of labour, a subject dealt with in a book now in the press (Economia 
laboral. Ojeda historica y primeras lineas teoricas con aplicaciones a la sociedad americana. 
Editorial Labor, Barcelona-Buenos Ayres). 

The author accepts the psychological criteria of differentiation of social groups and 
depicts the evolution of society and of the spirit of accumulation in relation to the changes 
that have occurred in the psychology of man the worker, throwing into relief the main 
stages of this development. The importance of the last stage — that of spontaneous 
and pleasurable work, of which the United States represents the most advanced type 
among the Caucasian peoples — is such as to induce the author to suggest once azain 
the need for an economic science wider and more comprehensive than ” bourgeois” 
economics, which he calls Integral Economics: this should be hased on a more general 
theoretical outline covering the whole of the historical development of human psychology 
and institutions. 


The problem of unemployment is today the most worrying aspect of the economic 
recovery of Italy and it is being specially studied by Italian economists in relation to 
its structural character and its dynamic basis, which is due to demographic pressure, 

The great interest aroused in Italy by the ” Keynesian revolution” has, however, 
resulted in most careful consideration — also in public investigations — of the diverse 
schemes for full employment policies, from the standpoint of their possible practical 
application to Italy at the present time. This has brought out the basic conditions which 
differentiate the Italian economy from those economies where the full employment 
policy was originally worked out; the conclusion seems to be that there is a possible, 
but distinctly limited, field of application in this country. 

In his paper entitled ” Some Aspects of Italian Economy and the Theory of Full 


Employment”, Professor Vittorio Marrama illustrates with statistics these basic conditions 


and limitations. 


In the paper "Jtalian Foreign Trade in the Framework of World Trade” Professor 
Guglielmo Tagliacarne gives a comprehensive statistical survey of the movements of 
Italian foreign trade from 1881 to the present day, illustrating certain fundamental 
aspects of Italian economy and its international relations. This analysis brings out 
clearly the process of industrialisation within the country, the changes in the standard of 
living of its people, the effects of the autarchic policy pursued in the years preceding 
the second world war, and the dislocations that have taken place in the sources of 
supply and the outlets for production. 





Oscar Sinigaglia — President of the public holding corporation Finsider, which con- 
trols the most important groups in the Italian iron and steel industry — is one of the most 
authoritative proponents of the possibility of operating in Italy an iron and steel industry 
at internationally competitive costs. This view is reaffirmed in his article on ” Prospects 
of the Iron and Steel Industry in Italy”, which shows the basic difficulties, both 
technical and economic, confronting this industry in the post-war period. The author 
suggests a rational solution of these problems within the framework of the reconstruction 


plan envisaged by E.R.P. 


The anti-inflationary policy introduced by Professor Einaudi at a time of acute 
monetary crisis in Italy had results in the autumn of 1947 that were scarcely hoped for: 
the arrest of the rising price level and the beginning of a reverse movement. This 
experiment which has attracted much attention, also in other countries, is studied by 
Professor Luigi Federici in his article ” Six Months of Economic Policy in Italy”, The 
form taken by the Einaudi policy, its objectives and its repercussions, are here discussed 
in the setting of the particular, distorted conditions that inflation had produced on the 
Italian economy. Criticismus levelled at this policy by the interest affected are refuted 
by the author, who regards the direction thus given to italian economic policy as the 
only rational and possible one for anyone wishing to undertake the difficult task of 
saving the lira, in the given circumstances, 

The author maintains, however, that the success of the Einaudi policy is imperilled by 
serious factors which are impeding the readjustment of internal prices to an average 
level lower than that of the summer of 1947. Above all, he regrets the rigidity of 
production costs and the financial administration of the Government which — influenced 
perhaps by temporary political and electoral pressure — has not yet ventured to impose 
the necessary ” austerity” measures and, since the end of November 1947, has adopted 
an attidude directly opposed to the aims and methods of the Einaudi policy. This 
contradiction is stressed by the writer, who fears that in this way the remaining power 
of the Einaudi policy may be frustrated, with serious results for Italian economic recovery. 


** * 
In his ” Note about the Survey of Current Inflationary and Deflationary Tendencies” 


Professor Giulio Pietranera examines critically a recent pubblication of the United Nations’ 
Department of Economic Affairs. He considers some of the statistical material 


concerning inflation in Italy and discusses the unusual coincidence of this inflation with 


widespread unemployment, which the Survey regards as a particular and exceptional case. 





The Banca Nazionale del Lavoro assumes no responsibility for opinions or facts stated by authors 
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Evolution of the Psychology of Work and of Accumulation 


by 


CORRADO GINI 


1. — The most highly developed forms of 
wealth, civilisation, art and military power as 
well as all the other conquests of mankind are, 
broadly speaking, the result of work, including 
in this term not only manual labour, but also 
intellectual activities. This is an undeniable 
and universally accepted fact, It is strange how- 
ever that people should have taken so long 
to deduce from this fact a truth which is its 
natural corollary, namely that the changes in 
man’s propensity to work are the main cause 
of human progress. This is a logical conse- 
quence of the first truth, inasmuch as the more 
valuable human qualities are to the species, the 
more they are affected by natura] selection, 
which must have been particularly persistent 
and intense in the effect it had on man’s pro- 
pensity to work. 

It is quite useless, therefore, to try to find 
evidence of the evolution of the human species 
in shades of pigmentation or in the ratio bet- 
ween the length and breadth of the skull, bet- 
ween the breadth and height of the nose or 
between the size of the trunk and the limbs. 
These traits are of no value or at most of very 
little importance for the survival of both indi- 
viduals and groups, so it is not surprising if, 
in these respects, the human species has re- 
mained practically stationary. It is on the con- 
trary in the changes occurring in psychology 
of work that we must look for evidence of 
mankind’s past and present evolution. 


2. — It is easy to find in facts convincing 
confirmation of these logical deductions. 

If we study the populations that are still at 
the lowest cultural level and who, as regards 
some fundamental traits, are held to reflect 
the original state of mankind, it soon becomes 
apparent that such peoples are to be found 
among all the great races of mankind. 


They include all the Pygmies of Africa, Asia 
and Oceania, al] the Bushmen and other Pig- 
moid races in India and Indonesia, many Negro 
races and, in Australasia, the Tasmanians, Aus- 
tralians and several Melanesian races; they also 
include the Paleo-Americans of Tierra del 
Fuego — Yamans and Alakalufs — and their 
neighbours the Onas — neighbours geographi- 
cally, but of a markedly different race — as 
well as those of the Brazilian forests and Cali- 
fornia, the American Indian races of the Ama- 
zon Valley and Mexico, almost all the hyper- 
borean peoples of America and Asia, and, 
lastly, the Ainus, who are representatives of 
the Caucasian race. 

The somatic characteristics of these peoples 
differ widely, as do most radically their social 
systems, religious beliefs and practices, ethical 
and social rules and the regulation of the rela- 
tions between the sexes. We find among them 
patriarchal and matriarchal systems, peoples 
that are strictly monogamous, others that are 
polygamous and some that are polyandrous; we 
find monotheists and polytheists and animists; 
sun-worshippers and moon-worshippers; canni- 
bals and peoples that abhor human flesh; war- 
like tribes and peace-loving tribes; meek races 
and savage races. 

Also the intelligence of these peoples differs 
widely. The civilised peoples of the world had 
built up a theory flattering to their pride, ac- 
cording to which mankind was divided into 
two categories: on the one hand, the primitive 
peoples with a pre-logical, almost pre-human 
mental development; on the other, themselves 
— the civilised peoples — endowed with a 
logical and experimental mentality. But the 
objective studies of ethnographers and sociolo- 
gists, who have lived in close contact with pri- 
mitive peoples, have demolished this flattering 
construction. The truth is that among primi- 
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tive as among civilised peoples, intellectual qual- 
ities vary considerably, but, taken as a whole, 
it can hardly be said that there is a radical 
difference in raw material between one cate- 
gory and the other. Undoubtedly the primitive 
peoples are deficient in some of our qualities 
and, particularly, in the power of abstract 
thought; on the other hand, however, their 
power of observation surpasses ours. Incredibly 
obtuse, as a rule, where arithmetic is con- 
cerned, their geometrical sense is superior to 
that of the civilised peoples. An impartial 
study of the question compels one to con- 
clude that it must be a matter of different 
adaptation to different systems of life. As a 
matter of fact, while the primitive peoples 
would undoubtedly be at a disadvantage in 
our environment, we should be equally at a 
disadvantage in theirs. In fact, a civilised man 
would die ten times a day under conditions in 
which a primitive man has no difficulty in 
getting along, and he would hardly know how 
to find means of existence for himself alone 
where the primitive man is able to support a 
large family. Nor can this be attributed to 
the greater keenness of the senses of primitive 
man, which generally does not exist, or to his 
greater strength and resistance; it merely de- 
pends on the fact that the primitive man is 
better able to take advantage of circumstances 
of time and place of his environment and of 
the habits of animals (1). 

But where all the primitive races differ 
radically from the civilised is in their psycho- 
logy of work. 

The following anecdote gives a clear picture 
of the psychology of the primitive races. On 
taking possession of an estate he had acquired 
in Mexico, a wealthy American was horrified 
at the starvation wages paid to the labourers 
and, when Saturday came round, he informed 
them of his decision to raise their wages to a 
proper level and, as a proof of his good inten- 
tions, gave them double pay. Needless to say 
his generosity was welcomed with great rejoic- 


(1) See Corravo Gini Le rilevazioni statistiche tra le popo- 
lazioni primitive, third edition, in « Manuali Universitari della 
Facolta di Scienze Statistiche, Demografiche ed Attuariali della 
R. Universita di Roma», and the article Cause e Caratteri- 
stiche della Primitivita in « Genus », organ of the Italian Com- 
mittee for the study of population problems, Rome, Vol. V, 
Nos. 3-4. 
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ing and manifestations of gratitude and th 


American spent a very happy Sunday, congra. | 
tulating himself and dreaming of wonderfy § 
plans for a solution of the thorny agricultur) 7 


problem in Mexico. But on Monday none of 


the labourers turned up — not a single on | 
of them. Amazed, the American questioned his | 


stewards. — Had there been some misunder. 
standing? Perhaps the labourers had not under. 
stood his decision properly? He had doubled 
their wages. And the labourers had seemed » 
delighted. — Certainly, certainly, replied the 
stewards, — Not only had they seemed delight. 
ed, they really had been so. Never, within the 
memory of man, had anyone been so popular 
as the American gentleman. The labourers 
would most certainly return to work — there 
was no doubt about that — but only the fol- 
lowing week, for, as their double pay enabled 
them to live for another week, they would 
only need to work again the week after. 

This psychology is common to all peoples 
at a low cultural level. However different they 
may be as regards race, social systems, religion, 
morals and customs, in one thing they are all 
alike: they refuse to work more than is abso- 
lutely indispensable for getting a living. They 
are on what may be described as the animal 
level of production. 


3. — Only the coercion of a domineering ex- 
ploiting race can succeed in raising them above 
this level. Thus, from the animal stage of pro- 
duction, society advances to the stage of en- 
forced labour. 

Many savage races are now at this stage and 
many have lived through it in the past, forced 
to work more than was necessary for their live- 
lihood and this for the benefit of other groups 
by whom they were subjected and enslaved. 
This was the stage that had been reached by 
the society of classical antiquity. The Greeks 
were in the habit of justifying slavery by assert- 
ing that, if the people were free, it would be 
impossible to get them to work. 

If this coercive system be interrupted after 
a comparatively short time, the enslaved peoples 
fall back into their former primitive way of life. 
This is what happened to the Guaranies in 
Paraguay, who were organised by the Jesutts. 
The Jesuit Missions won the admiration of the 
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Europeans for the orderly way in which they 
were run and the prosperous appearance of 
the native population, for their regularity and 
the economic yield of the concern, The natives 
do not seem to have shared this enthusiasm, for 
they often ran away, saying that the work they 
were compelled to do was unbearable. When 
the Jesuits were expelled, the Missions broke 
up, leaving no noticeable trace of their bene- 
ficial influence on the psychology of work of 
the native races. Likewise the peoples subjected 
by the Incas and organised under an iron rule 
of enforced labour, returned to their former 
rimitive conditions as soon as the empire fell, 
when attacked by Pizzarro. 


4. — But if this system of enforced labour 
lasts for a long period of time, as it did in 
Europe, where it obtained for thousands of 
years, the continuous selection of such elements 
as are least refractory to work and, later on, 
of those who are most willing to work, which 
automatically takes place in a servile society, 
finally succeeds in permanently modifying the 
attitude of the people towards work. Slowly a 
new and ever more numerous class of persons 
arises and differentiates itself from the labour- 
ing masses, a class for which work is not such a 
terrible effort and which is therefore ready to 
work more than is absolutely necessary for a 
livelihood, When access to power is precluded, 
this extra work can only be directed to the 
satisfaction of less urgent needs. And thus the 
future bourgeoisie is prepared which, after the 
French revolution, was to dominate European 
society and set its mark on the whole of the 
XIXth century. This new psychology of work 
ensures production without compulsion; con- 
sequently slavery and servitude are abolished 
and the stage of free work takes the place of 
that of enforced labour. 

The limit of the less urgent needs which 
people are willing to work for varies greatly 
from one people to another. To a great extent 
it depends on the greater or lesser severity of 
the system of enforced labour to which the 
peoples were subjected in the past. Where it 
was less severe, as was generally the case in 
the more fertile regions and warmer climates, 
We find a psychology that is satisfied with the 


first economic conquests. On the other hand, 
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where a less generous Nature and a colder cli- 
mate rendered harder work both necessary and 
possible, we find that people are ready to make 
a greater effort with a view to obtaining goods 
that others would look upon as mere luxuries, 
if not superfluities. Thus, as between one bour- 
geois society and another, there is a whole scale 
of propensity to work and, of course, also in 
one and the same society there are radical 
differences from one group to another and from 
one person to another which tend to place them 
on one economic level rather than on another. 


5- — But from the working masses another 
shoot was to spring from which a further stage 
in the psychology of work was to develop. 

The more adventurous and enterprising of 
the seasoned workers took advantage of the 
new means of communication and crossed the 
seas to seek their fortune in the new countries 
on the other side of the Atlantic. In the United 
States, the bourgeoisie and the gentry that 
had first landed there, and had organised an 
independent State, were submerged by the ever 
increasing flow of immigrants. The hard or- 
deals the latter had been through at home and 
the spirit of enterprise that had led them to 
emigrate, together with the attractions of a pio- 
neer’s life, the stimulating effect of the new 
climate, the abundance of farm produce that 
this virgin land placed at their disposal, and 
the development of machinery which made 
production less laborious, further contributed 
to reduce the hardships of work, thus facilitat- 
ing the rise of a new psychology which looked 
on work as a normal manifestation of one’s 
personality and therefore, within certain limits, 
as pleasurable. Thus the stage of voluntary 
work started. 

The society which sprang from it — and 
which, in opposition to European capitalistic 
society, I have called labouristic society (2) — 


(2) In my lecture America: stirpe di lavoratori (Un profilo 
del Nord America) held at the Centro di Studi Americani on 
December 19, 1939 and later published in thee collection of 
this Centre’s Statistical Economic Committee (Carlo Colombo, 
Rome 1940). Enriched by an extensive statistical documentation 
it was later translated into German and published by « Weltwirt- 
schaftliches Archiv », July 1940, with the title Europa und 
Amerika: zwei Welten, Lastly, this lecture was further devel- 
oped and published under the title: Una societa « lavorista » 
in the « Rivista di Politica Economica », June 1940, and, in a 
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has many characteristic traits which different- 
iate it from bourgeois society no less than the 
latter differs from the servile society. Not that 
work is looked upon as a pleasurable activity 
by all members of the labouristic society, just 
as, in the servile society, there were people who 
were ready to work more than was strictly nec- 
essary for their livelihood, and in the bourgeois 
society there are people — left over from the 
preceding stage — who are refractory to work 
and others — forerunners of the future stage — 
for whom work is a pleasure. But in each of 
these three types of society, the representatives 
of the psychology of work that characterises it, 
were and are the most important, if not the 
most numerous. 

One of the first things that strikes Euro- 
peans on landing in the United States is the 
paroxysm of activity everywhere; people seem 
to live for their work rather than to work for 
a living. The revolts of convicts when they are 
given no work to do show that the hardest 
punishment which, in servile and bourgeois so- 
ciety, used to be forced labour is now enforced 
idleness in America’s new labouristic society. 
Over there, the civil servant or the professor 
who, in Europe, still longs for the day when 
he will be able to retire on a suitable pension, 
dreads the ” endless holiday” awaiting him 
when he reaches the age limit and which 
frequently, we are assured, shortens his life (3). 
Spanish translation in the « Revista Mexicana de Sociologia », 
Vol. III, n. 1-2, 1941. 

(3) In relation to the above, see, besides the articles men- 
tioned in the preceding foot-notes, the articles on La crisi mon- 
diale in « L'Information », Sept. 5, 1930 and August 20, 1931; 
the book Prime linee di patologia economica, Giuffré, Milan, 
1935, pages 16-17 and 594-597. The article of Sept. 5, 1930 in 
« L’Information » was very much spoken of in the international 
press. See « Il Popolo d'Italia » (Milan) Sept. 5, 1930 (Origini 
e conseguenze della crisi mondiale in un acuto studio del Prof. 
Gini); « Il Corriere » (Rome) Sept. 6, 1930 (La crisi economica 
mondiale esaminata dal Prof. Corrado Gini); « L’Information » 
(Paris) Sept. 6, 1930 (Ce qui se dit en bourse); « Il Corriere » 
(Rome) Sept. 7, 1930 (Cause e vicende della crisi economica 
mondiale); «La Finanza d’Italia » (Milan) Sept. 9, 1930 (ll 
carattere psicologico e materiale della crisi mondiale); « Le 
Temps » (Paris) Sept. 17, 1930 (L’homo americanus); « The Even- 
ing World » (New York) Sept. 23, 1930 (Homo americanus); 
« The Weekly People » (New York), Oct. 11, 1930 (The Wrong 
Key); « Criterio » (Buenos Aires) Oct. 22, 1930 (Los economistas 
y la crisis mundial); « El) cronista commercial » (Buenos Aires) 
Oct. 23, 1930 (La situacion economica italiana); « Nueva Epoca » 
(Santa Fé) Oct. 26, 1930 (Los economistas y la crisis mundial); 
« Atlantica » (New York) Oct. 1936 (Atlantica’s Observatory); 


« Commentaires » (Paris) Dec. 17, 1930 (Une nouvelle théorie 
des crises économiques). 


Still more marked is the difference between 
the American man, who represents the Far 
West, and the man of the Far East. 

In 1929, when I was teaching at Minnesotg 
University, I was present at a most instructive 
debate between two Chinese and two American 
students, each asserting the superiority of their 
concept of life. Confucious’ ” Food, children 
and a home ” and the joys of the spirit summed 
up the Chinese ideal, whereas the American 
ideal was represented by the constant growth 
of production and trade (this was just after 
Hoover’s election — when ever increasing pro- 
sperity had been the slogan of the triumphant 
Republican party — and on the eve of the ensu. 
ing over-production crisis). A bridgeless abyss 
separated these two psychologies; the morpho- 
logical differences between the two Americans 
and the two Chinese were negligible indeed as 
compared with their psychological differences. 

As far as the psychology of work is con- 
cerned, the U.S.A. are certainly in the van- 
guard of the Caucasian peoples, the rear being 
made up by the peoples of the Far East. This 
psychical difference is of such importance 
socially, that we should be justified in taking it, 
rather than the shades of pigmentation or the 
shape of the skull as our basis when classifying 
the Caucasian stock, and in distinguishing an 
homo orientalis from an homo europaeus and 
from an homo americanus. 


6. — Even in the United States, the labour- 
istic psychology has spread above all among 
directors and managers on whom the high yield 
and regularity of production depend. Now it 
is important to note that in Europe also this 
psychology is gaining ground among the cap- 
tains of industry, showing that an evolution 
towards the stage of a labouristic society has 
already begun. 

The fact is that a vertical selection, very 
similar to that which occurred horizontally 
when the most seasoned workers emigrated to 
America, has taken place, inasmuch as, other 
conditions being equal, such workers were more 
easily able to climb the social ladder and reach 
the top. One of the circumstances, which par- 
ticularly favoured the growth of the labouristic 
psychology both in Europe and in America dur- 
ing the nineteenth century, was the great 1- 
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crease in population, which led to the keenest 
competition among the industries. In view of 
the rapid progress of technology and partic- 
ularly the expansion of markets due to the im- 
proved means of communication, the successful 
enterprises were those that managed to develop 
most. Consequently the smallest possible part 
of the entrepreneur’s gains was assigned for 
consumption and as large a part as possible 
reinvested in the concern, leading to an insa- 
tiable crescendo of activity and production. 

The diffusion of the labouristic psychology 
among the upper directing classes is further 
promoted by a selective process which favours 
the directors and managers whose work is in- 
sired by this psychology; in view of their ex- 
ceptional efficiency, such persons are eagerly 
sought after and receive exceptionally high pay. 

In this as in many other fields, keen 
competition and lastly the world wars have 
hastened the evolution and, as often happens in 
such circumstances, the most backward peoples 
have been the first to try and rush the pace. 

Under the Empire of the Tsars, the Rus- 
sans, who were the last of the European peo- 
ples to emerge from the servile state and in 
many respects indeed had not yet emerged 
from it, were still at a pre-bourgeois stage. 
Among the Europeans, they were the prototype 
of the homo orientalis. Lenin was well aware 
that it would not be possible to bring them up 
to date unless a radical change was brought 
about in their psychology of work and he ex- 
plicitly stated that an iron rule of enforced 
labour was essential if the will to work was to 
become rooted in the Russian people. Enforced 
labour, to which the exercise of all political and 
social rights is subordinated, is actually the rule 
there. This means that there has been a return 
to the stage of coercive work, the intention 
being to pass straight on from there to the 
stage of voluntary work. Some people look 
upon ” stakanovism”’ as a first step in this 
direction. 

Whether following the Soviet example or 
spontaneously, the duty of work was inscribed 
with a fine flourish of words in the Fascist 
Government’s ’” Labour Charter”. But it was 
never put into effect; on the contrary, during 
the war, the Government attempted to acquire 
ifnot the favour, at least the acquiescence, of the 
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workers and particularly of the civil servants 
by reducing working hours at a time when all 
other countries at war were lengthening them 
as a matter of course. Shorter hours became the 
order of the day, especially in the capital, 
where the need of well organised work was 
most felt. 

Another measure adopted under the Fascist 
Government but never actually put into prac- 
tice, was the so-called ” labour service ”, which 
required the members of the upper classes, both 
men and women, within certain age limits, to 
devote a certain period to manual labour. 

Historically this measure may be linked up 
with the old requirement of the ’corvée” which 
obliged vassals to do certain work for their 
lords. Now that the township has taken the 
place of the lord, this system is still to be found 
in some mountain villages, and there are traces 
of it in some farming contracts, which stipulate 
that the tenant farmer or métayer or cowherd 
is to do a certain number of days of unpaid 
work for the landowner. 

After the first world war, the demand for 
labour for public works brought the above 
system into force again, and some States (Bul- 
garia appears to have been the first in 1920, 
followed the year after by Peru) (4) ordered 
that all men of a certain age must work for a 
certain number of days for the State without 
pay. 

New developments occurred in this system 
in Germany, where the labouristic psycho- 
logy was probably more developed than in any 
other country of Europe. Here the aim of the 
labour service (manual labour always) was not 
only to relieve the shortage of man-power in 
certain branches of production and, particular- 
ly, to carry out Jand reclamation, but also to 
convince young people that manual labour is 
honourable and that the manual worker should 
not be despised. This system was applied ex- 
tensively not only to men but, not without 
drawbacks, to women also. 

In drawing up this programme Germany’s 
aim therefore, and that of Italy also, was not 


(4) Information on this point may be found in ANTON 
Ziscka’s Trionfo del lavoro - Roma, Casa Editrice Medi- 
terranea, 1942, which is full of interesting references, though 
frequently spoilt by a one-sided and boundless enthusiasm for 
everything German. 
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only economic, but also social, the goal being 
to lessen class distinctions which were accen- 
tuated by the growth of the party hierarchy. 

During the last war, this double purpose 
induced all the belligerent States to mobilise 
their workers, both to avail themselves of their 
full working potential] and to remove from the 
working classes any pretext of discontent to- 
wards the upper classes. 

Quite apart from exceptional war require- 
ments, the social service system installed in 
Rumania in 1938 deserves to be mentioned; 
unfortunately it came to an end after only one 
year as a consequence of domestic and interna- 
tional events. 

In Rumania, social service did not refer to 
manual] labour, but to intellectual work. For a 
period of some months intellectual workers had 
to take part in the activities of cultural centres 
which, founded in every village and divided 
into four branches: public health, organisation 
of labour, agricultural and co-operative techno- 
logy and moral and intellectual education, gath- 
ered together the intellectuals’ (teachers, priests 
and civil servants) and the peasants’ representa- 
tives in order to place at the disposal of the 
people all that they needed in the four spheres 
considered. This service was compulsory for all 
pupils of both sexes frequenting colleges or 
universities and its aim was to make the in- 
tellectual classes aware of the poverty and nobil- 
ity of farm life and to test their capacity for 
satisfying the needs and raising the standard 
of life of the peasants (5). 

This system, whose purpose is to make 
manual work properly appreciated, takes into 
account the fact that, in order to appreciate it, 
one must be able to understand it and that in 
order to understand it, one must come in close 
touch with it. On the other hand, it has not the 
drawbacks of the German system which, by 
enforcing manual labour, in many cases causes 
people to hate it, instead of having a higher 
opinion of it. Nor should it be forgotten that 
the members of the intellectual classes very 
often have not the physical resistance required 


(5) See article La Sociologia in Romania in the « Bollettino 
di Legislazione Comparata » of the Italian Board of Education, 
Nos. 3-4, 1946. Spanish translation, with some additions and 
bibliographic notes, in the « Revista Internacional de Sociolo- 
gia», Year V, January-March 1947, no. 17. 





for manual labour and, in any case, lack that 
experience which is only acquired through 
practice, so that in reality this periodic labour 
service with the lower classes weakened rather 
than strengthened the social hierarchy that so 
many other measures were trying to consolidate, 

Lastly, life in common with the lower 
classes, who are certainly more backward as 
regards the morality of family life, was fraught 
with dangers for young people and particularly 
for girls. 

In any case, the Soviet system as well as 
those of Bulgaria and Peru, the German and 
Italian systems as well as the Rumanian, are all 
evidence of the greater esteem in which manual 
labour is now held by public opinion. 

On the other hand, however, the constantly 
falling birth rate and the consequent weaken- 
ing of the urge to accumulate property which, 
in bourgeois society, came from the wish to 
transmit one’s property to one’s children, are 
undermining the foundations of this society and 
lead one instinctively to seek the urge to produc- 
tion in another source (6). 

From various practical requirements, from 
a number of ideologies and opposing systems, 
forces are converging to promote the passage of 
economic organisation from the stage of free 
work, characteristic of bourgeois society, to that 
of voluntary work, characteristic of the labour- 
istic society. 


7. — Obviously the picture I have given here 
of the evolution of the psychology of work is 
schematic. Further it is restricted to the Euro- 
pean races and their ramifications on the new 
continents, among which the main current of 
civilisation has developed during the last thou- 
sands of years. It is not at all improbable — it 
is even quite likely — that, under the pressure 
of similar factors, a similar evolution or at least 
certain stages of a similar evolution, may have 
repeatedly occurred among other races. This 
has most certainly been the case in Japan. 

(6) See on this subject the author’s lecture Die Krise des 
Biirgertums und die Bevélkerungspolitik der totalitdren Staaten 
held at Berlin on February 8, 1942, under tre auspices of the 
« Deutsch-italienische Studienstiftung » and published in Ger- 
man in the « Zeitschrift fiir die gesamte Staatwissenschaft », 
103 B., 2 H., 1943 and, with some slight additions, in Italian 
with the title: La crisi della borghesia e il compito dei regimt 


totalitari, in the « Archivio di Studi Corporativi », Yer xIll, 
Nos, 2-3, 1942. 
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In ancient Egypt also, where manual labour 
was first looked down upon with the utmost 
contempt (7), we are assured by competent 
persons that a stage was reached later in the 
psychology of work, when it was considered a 
pleasure and the reward to which one aspired 
in another and better life (8). But later on this 
psychology disappeared (probably, I imagine, as 
q result of the infiltration and ultimate occupa- 
tion by foreign races which, originally import- 
ed for labour or military service, ended up by 
getting the better of the autochtonous dynas- 
ties), so that it was to have no direct influence 
on the subsequent evolution of civilisation. 

There is also no doubt that through the 
hard ordeals of life and especially through hard 
toil in the fields, there must several times have 
been a selection among the European races 
themselves, apt to promote the aforesaid evolu- 
tion in the psychology of work. It is more than 
likely that in such cases the acquired qualities 
of laboriousness and thrift were advantageous 
to the race and contributed to place it above its 
neighbours — the Romans were an outstanding 
example of this. But these particular tendencies 


were subsequently absorbed by the general 
tendency, so that they do not disturb the syn- 
thetic picture I have tried to give in the preced- 
ing pages of the main thread of the evolution of 


the psychology of work. 


8. — It is tempting to shape the first theoret- 
ical schemes of the organisation now arising. 
For the traditional political economy that devel- 
oped during the formation of the bourgeoisie 
and became a systematic scientific organism just 
as the latter was preparing to take over political 
dominion, is essentially a bourgeois economy. 
It is not suitable for formulating the economic 
laws at the stage of enforced labour inasmuch 
as ex hypothesi it excludes coercion. Nor is it 
suitable for formulating the economic laws at 
the stage of voluntary work as its explicit pre- 


(7) See R. TuHurnwap’s Staat und Wirtschaft in alten Ae- 
gypien, « Zeitschrift fiir Sozialwissenschaft » IV. Berlin, 1gor, 
pages 697, 714, 769, 788. 

(8) See on this subject L. Sreeveers’ Les figurines funérai- 
res égyptiennes, Fondation Universitaire, Bruxelles, R. Sand, 
1923, pages 158-171: A. Ziscxa’s Trionfo del lavoro, Casa 
Editr. Mediterranea 1942, pages 84-89; and F. Maroi’s L’agri- 
coltura nel libro del lavoro del nuovo Codice Civile, « Atti 


della R. Accademia dei Georgofili », 1942, pages 16-17. 


mise is that work is not pleasant. An inclusive 
economic science, what might be called an inte- 
grated economy, would have to be based on 
a more general theoretical scheme, of which the 
servile and bourgeois and labouristic economy 
would be particular cases (9). 

A study of servile economy is of great scien- 
tific interest to the historian and ethnographer; 
the study of the new labouristic economy is 
also of great scientific interest and of great pre- 
sent importance, if it be true that mankind is 
heading towards it as stated here. I have already 
traced the outlines of the special labouristic so- 
ciety that has come into being in the United 
States in a former article (10), but the subject 
deserves to be taken up again from a more 
general and theoretical standpoint. 

Here I shall merely complete the general 
picture I have already traced of the evolution 
of the psychology of work with a similar survey 
of the evolution of the psychology of accu- 
mulation. 


g. — The evolution of the psychology of ac- 
cumulation is taking place side by side with the 
evolution of the psychology of work, since the 
esteem in which wealth is held is closely con- 
nected with the esteem in which the work pro- 
ducing it is held. 

At the animal stage of production, there is 
really no accumulation. Many primitive races 
are quite unacquainted with this concept; they 
live from hand to mouth. This is usually the 
case among peoples inhabiting equatorial or 
tropical regions where the seasons are hardly felt 
or, at any rate, where there is, if not the same 
abundance, at least the possibility of a liveli- 
hood the whole year round. In these regions, 
moreover, the hot and often damp climate 
would make it difficult to preserve food. Like 
certain reptiles, primitive man under these con- 
ditions stuffs all the food he can when the 


(9) The subject is dealt with in detail in the article: Unita 
o pluralita della scienza economica ? Un tentativo di coordinare 
i vari concetti di Economia politica e di inquadrarne l’evoluzione 
in the « Rivista di Politica Economica » Nov.-Dec., 1942. A 
more extensive edition of this article was published under the 
title Alle basi della scienza economica in the volume in memory 
of the late G. Masci. With further additions, it was then re- 
printed separately by the same publisher A. Giuffré, Milan 1943. 

(10) See articles mentioned in note (2) and particularly the 
last and most inclusive Una societa « lavorista » 
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opportunity presents itself and then slowly 
digests it while resting for several days to come. 
It is said of some peoples that, in times of 
famine, they extract the seeds of the fruit eaten 
at the time of the crops from their excrements; 
the Indians of California, who used to follow 
this system, called it the ” second crop”. This 
is undoubtedly the most primitive and involun- 
tary form of saving and puts one in mind of 
the coprophagous habits of rabbits and guinea- 
pigs. 

In temperate and cold climates, where putre- 
faction is slower, there is no need for food to 
be consumed immediately and in excessive 
quantities, and primitive man, who has killed 
a large animal or caught an exceptional number 
of fish, need not overload his stomach, but can 
put something aside for future meals, . just as 
many animals do under similar circumstances. 
This brings us to the formation of seasonal 
reserves, representing the first form of planned 
saving. 

As a general rule the changing seasons are 
accompanied by a periodical modification in 
food sources which, should they happen to be 
scarce or lacking at any time, would make it 
impossible for the population to survive without 
forming adequate reserves. Even the most prim- 
itive peoples, therefore, are in the habit of 
setting aside a part of the available food for 
the dead season, just like a number of animals. 

It is too soon as yet, however, to speak of 
accumulation in the true sense of the word, for 
these reserves are not meant to be accumulated 
but are certain to be used up within the year. 
It is only when savings are made in consider- 
ation of indeterminate or at least uncertain 
needs, such as illness, invalidity or old age, or 
for the needs of one’s descendents or as the 
result of instinctive urge, that we can really 
speak of accumulation. 


10. — This occurs systematically for the first 
time during the stage of enforced work. In 
this case also — needless to say — the savings 
are enforced. It is the race or class or person 
enforcing the work who benefits from them, 
often as a consequence of the authority given by 
military strength, but sometimes also as the 
result of magic or religious power, in which 
case the savings may be said to be more of an 


institutional than of a personal nature, as when 
they take the form of habitual offerings or of 
levies due to the temples. 

Of course the wealth thus accumulated js 
considered in quite a different way by those 
disposing of it from private riches in the bour- 
geois society. 

Those who dispose of it can rely on its con- 
stant renewal, so that they are not inclined to 
put anything aside. Their position is the same 
as that of the primitive inhabitant of the tropics 
who, counting on the abundance of the land, 
feels no urge to form reserves. Nor are these 
persons particularly interested in increasing 
more than is necessary the wealth that others 
accumulate for them, since they derive their 
authority not from the size of their resources, 
but from the prestige conferred on them by 
their strength or magical powers. Accumul- 
ation therefore, though it exists, is not of a pro- 
gressive nature. On the contrary, it is in the 
interest of those who receive these savings to 
spend them lavishly so as further to increase 
their prestige; consequently they give public 
banquets, make public donations and finance 
public works. The use they make of the mon- 
ey, therefore, is the same that States and local 
government bodies make of public revenue, the 
only difference being that, in the primitive 
society we have spoken of, this authority is 
not based on law or on a legally expressed 
popular desire, but on prestige, having a far 
less steady and solid basis, which has constantly 
to be fed. The aim of wealth in such cases is 
far more to increase its owner’s personal pres- 
tige than to devote it to works of public utility. 
During the stage of enforced labour, social 
economy is definitely an economy of prestige. 


11. — The economy of prestige does not stop 
at this stage, however; it continues and develops 
during the subsequent stage of free work. As 
soon as this stage began, prestige, which was 
the attribute of the upper classes, grew to be the 
aspiration of the lower classes who were now 
able to make their way. There were several 
ways in which they could conquer it: military 
bravery; magic powers; among some peoples, 
eloquence and, among others, a saintly life; 
among all peoples, wealth. Not everyone can 
be or become a magician or a saint, a hero 
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or an orator, but everyone or almost everyone 
can work and accumulate wealth. 

Thus, during the first phase of the free 
work stage, wealth becomes the motive power 
of social organisation, not yet for its own sake 
but as a means for obtaining prestige. It has 
remained such for many peoples who, through 
enforced work, have risen above their original 
primitive level, but who have not yet reached 
the further stage that characterises bourgeois 
society. Although it is less efficient from the 
point of view of accumulation and progress 
than the bourgeois organisation, the organisa- 
tion of free work based on prestige usually 
works satisfactorily, varying in form from one 
country to another. These variations are often 
most interesting. 

Particularly interesting is the description of 
a form of this organisation given by a British 
writer who spent many years among the savages 
of the New Hebrides. Here man works more 
than is strictly necessary, not to consume the 
goods produced but to use them for gifts to 
private persons (especially to a certain person 
who is his riva] throughout life) or to distribute 


them collectively at public festivals so as to 


acquire or increase his prestige. The person 
who receives a present must repay it as soon 
as possible. If he does not, he will become 
ashamed to be in the presence of this other; 
his wife may even hint that he is no man. Pub- 
lic donations are proof of a man’s sorial pro- 
gress. Villages compete in the same way. It is 
not prestige that helps to conquer wealth, but 
wealth that helps to conquer prestige. The act- 
ual measure of value is a matter of convention. 
In the New Hebrides, the social organisation 
is based on pigs. With pigs you can buy women; 
pigs are women’s main occupation; a man’s 
prestige depends on the number of pigs he 
owns and they are the means by which he 
asserts himself on feast days and ascends the 
social scale. Pigs are power. Pigs are lent out 
and interest is paid on them. A man’s age is 
not calculated in years, but in pig’s progress. 
Pigs, however, are not desired for their flesh or 
for the other material uses; in fact pork is 
seldom eaten. They are valued because of their 
tusks which, if the corresponding top canine 
teeth are taken out, grow in spirals. When the 
spiral completes its first coil, the tusk and the 


215 


pig acquire a great value, which becomes very 
great when the spiral completes the second coil; 
but the tusk without the pig or a magnificent- 
looking pig with a small tusk, as well as the 
dead pig with the tusk or the pig’s skull are 
without meaning. Only a live pig is of value 
with its tusks and because of its tusks. If one 
of the two tusks is broken, the pig loses most 
of its value, however good the other tusk. A 
sow is worth nothing. The interest on the 
loaned pigs corresponds to their increased value 
due to the growth of the tusks. Measured by 
this quite conventional unit of value, all produc- 
tion is organised on the basis of a series of 
reciprocal donations between persons and bet- 
ween villages, donations which give rise to 
emulation, thus stimulating production by 
means of a social device that works beauti- 
fully (11). This is a typical ” economy of 
prestige’ based on free work. 

In the nearby Bank Islands a similar organi- 
sation is in force. But, as a matter of fact, 
when one examines closely the organisation of 
primitive societies, it will always be seen that 
in reality they are more or less clearly and 
completely founded on prestige. This applies 
not only to relatively developed peoples, where 
there are different social classes and where the 
accumulation of wealth has brought into being 
an economic organisation, but also to peoples 
who still live in what we have called the animal 
level of production, in which there are as yet 
no social classes and no systematic accumu- 
lation of wealth and in which social prestige 
derives from bravery, magic powers or other 
personal gifts. 

It is by considering the psychology inherent 
in this system that we can understand the 
strange behaviour of certain populations, 
brought to our notice, but not usually ex- 
plained, by European explorers and ethnolo- 
gists. It is worth while devoting some words 
to this. 

It is said of the Fuegins that, although each 
has a right to private ownership of what he 
produces, they are all of such a generous dispo- 
sition that it would seem the only pleasure 


they find in property is to be able to give it 


(11) For the social organisation of the New Hebrides, see 
Tom Harrison Savage Civilisation, London, Gollancz, 1937. 
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to someone else. It is easy to understand how, 
under such conditions, the foreigner who keeps 
his instruments, provisions and clothes for him- 
self must cut a sordid, miserly and horribly 
selfish figure, so that a hostile collective reaction 
is practically unavoidable. This is probably 
what led to the growing hostility against, and 
finally to the massacre of, the first Protestant 
missionaries among the Fuegins. — What? 
These foreigners preach of brotherly love and 
Christian charity and yet they are not willing 
to give away their clothes, their arms and their 
trinkets and all the wonderful things they have 
brought with them? Woe befall anyone who 
even touches them! How is one to believe in 
the sincerity of their intentions? — It should 
be added that the missionaries lived apart, 
whereas the Fuegins’ homes are open to all and 
sundry. Moreover — and this was really un- 
heard of — they had not brought their women 
with them (women’s presence — it should be 
remembered — is always a guarantee of peace- 
ful intentions among savages). The natives could 
hardly be blamed for feeling most suspicious. 

With regard to many other peoples also — 
the Andamanese, the Veddas, the South-eastern 
Australians, the Bushmen, the Selish Indians 
and those in the North of Central California, 
the reindeer-owning Caribou Eskimos and those 
of Western Greenland — travellers and ethno- 
logists stress the fact that they love giving and 
lending and are in the habit of lavishing gifts 
on one another — indeed this seems to be the 
main reason why they pay visits. Certain ethno- 
logists — wrongly, as has since been admitted — 
interpreted this altruism as an indication of the 
collective nature of property; others instead see 
it as a manifestation of the innate goodness of 
primitive man. But the question is: is this 
really altruism or is it not rather the wish to 
affirm one’s prestige? It is not difficult to 
penetrate this primitive psychology by following 
our own. Actually these customs still survive 
in the presents we make on certain occasions, 
for weddings for instance. They also survive in 
entertainments, very often of a public nature, or 
in donations on the occasion of births, marriages 
and deaths. We all know that these presents, 
entertainments and donations are inspired far 
less by affection or altruism than by strict 
etiquette and careful consideration of one’s 


economic conditions and, in the case of pre- 
sents, of the person who is to receive them 
as also of presents previously received. The 
mere fact that there is an obligation to return 
a present shows clearly that the system of 
present-giving is based on prestige and, in 
fact, if the present is not suitable, the giver 
is criticised and the person who receives it 
considers himself slighted. In this we do 
not differ from the primitive races. Very 
often an unsatisfactory present leads to disputes 
and quarrels in occasion of the collective visits 
of one village to another that are customary 
among the Andamanese. With reference to 
quite another people, an amusing story is told 
by a Danish explorer who married an Eskimo. 
The latter, having through her marriage become 
the outstanding female personality in native so- 
ciety, was most indignant at the insignificant 
gifts one of her acquaintances continually made 
to her. One day she made up her mind to give 
this woman a good lesson and, with profuse 
and exaggerated thanks, immediately loaded the 
unfortunate creature’s arms with rich gifts, on 
top of which, as a thing of no importance, she 
placed the small gift she had just received. With 
bowed head, the woman left the house. When 
her husband came home, he was told what had 
happened by the villagers, and lost no time in 
giving his wife a lesson of a still more painful 
nature. The following day the presents were 
returned with the humblest apologies, but the 
ignominy was so great that the dishonoured 
family had to depart from the community and 
look for other hunting grounds. 

The traditional power of prestige explains 
how, when wealth first made its appearance, 
it was often subservient to prestige and some- 
times was even sacrificed to it. 

The white men who first came in touch 
with the various populations of Australasia, 
often made them gifts of objects that they 
seemed greatly to desire; but, to their surprise, 
they discovered that a few days later none of 
their gifts were to be found in the village or 
in the neighbourhood. — Where had these 
things gone? — Obviously they had been passed 
on to other people — But why, since they were 
such coveted objects? — They were coveted, 
it is true, but how could one let such a won- 
derful opportunity escape for asserting one’s 











prestige? As the magnificent gift was passed 
around, the whole island must have exclaimed: 
” Look what X has received. Look what he 
has sent us. He must undoubtedly be a great 
Chief!”. It is not only in bourgeois society, 
but even more so in societies ruled by com- 
pletely opposite principles, that the leaders are 
intent on épater le bourgeois! Primitive man 
— it has been well said — is a peacock! 

Quite in keeping with the concept of wealth 
as an instrument of prestige is the destruction 
of important property carried out by the chiefs 
of some Indian tribes on great occasions as an 
ostentation of grandeur, or the hecatombs of 
slaves effected for the same purpose by the 
kings of Guinea amid the rapturous admiration 
.of their subjects. A pale reflection of this may 
be found in the very often considerable expenses 
that in many European countries have to be 
borne by the local gentry — if they do not 
wish to be accused of avarice — for public illu- 
minations, flower festivals and so forth and so 
on. While on this subject, it should be men- 
tioned that peoples which technically are cer- 
tainly the most advanced in the world, but 
which psychologically retain manifest traces of 
primitiveness, such as the Americans, never 
neglect to boast with ostentatious complacency 
of the large sums they have spent or donated. 

The distribution of the property of the de- 
ceased among a number of primitive peoples 
is also in keeping with the foregoing concept. 
The custom among civilised peoples in times 
gone by — and of which something still remains 
— of burying attributes of authority, arms, 
horses and even slaves and other marks of social 
prestige with their owner, is probably a survival 


of the above. 


12. — It was not everywhere, though, that 
the stage of enforced work led to an ” economy 
of prestige’. Where the domineering classes 
were more numerous or more energetic or radi- 
cally different as regards race, beliefs and cus. 
toms from the subject masses, so that the latter 
could never hope to rise in the social scale or 
to use such property as they might accumulate 
to acquire prestige, wealth could only be used 
to satisfy material needs and consequently it 
was for this purpose that it was accumulated. 
Therefore, whereas the upper classes continued 
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to be influenced by the psychology of prestige 
which also regulated their relations with the 
lower classes and dictated the conduct of the 
State, which was under the ascendancy of the 
ruling classes, the lower classes were guided 
more and more by principles of gain. 

There thus came into being a composite 
economic system, which may be considered as 
an economy of gain dominated by an economy 
of prestige. In Europe this economy took the 
form of feudalism and even to-day most of the 
reigning houses and many of the noble families 
in Europe are guided more by principles of 
prestige than by principles of gain in their eco- 
nomic conduct. As a matter of fact, however, 
the feudal system was not peculiar to Europe; 
in a number of other countries, Abyssinia and 
Japan for instance, the same system was 
adopted. 

In the Ottoman empire, where the ruling 
caste was too small to govern with its own 
demographic forces and too exclusive to admit 
the subject races, this composite economic sys- 
stem took a different form. Instead of the 
aristocratic regime that generally characterised 
feudalism, therefore, an absolutist form of gov- 
ernment had to be established and the charges 
usually falling to the nobles under feudalism 
were entrusted to officials, who were often 
recruited, as children, from the subject races, 
torn from their families and brought up in the 
Seraglio. They rose in the bureaucratic or mili- 
tary hierarchy according to their personal pres- 
tige with the Sultan and were entirely depend- 
ent on bounties. The Sultan did not pay regular 
salaries to his subordinates, but made them 
presents; in return his subordinates paid homage 
to the Sultan making him gifts which refur- 
nished the Imperial treasury. Relations between 
the various categories of officials were on the 
same basis, the result being a system which for 
centuries — judging at least from the expansion 
of the Empire — worked efficiently. Mean- 
while the lower classes, formed mainly by the 
subject races, followed the urge for gain in 
their economic life. 


13. — The ultimate fate of these composite 
forms of economy varied from one country to 
another. 

In some of the poorer countries not yet 
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reached by modern economic currents, like 
Abyssinia, the system continued and actually 
exists still. 

In most other countries, sooner or later the 
subject classes, having increased in number 
owing to the fact that they were more prolific 
and their system of money-making more effic- 
ient, overthrew the dominating classes; but the 
outcome of this was not the same everywhere. 

In the East, probably because of the much 
blander form of coercion applied by the domi- 
neering classes, the subject classes felt the urge 
to work less strongly. At the same time relig- 
ious motives, a deeper respect for traditions 
and the greater numerical importance of the 
descendants of the old domineering classes 
kept the system of prestige alive; so that a 
mixed system came into being at the basis of 
which are both gain and prestige. 

In the West, instead, the system of gaining 
money prevailed so completely that nothing has 
remained of the system of prestige, but some 
quite negligible vestiges in the reigning houses 
and among the high nobility. This is the result 
of a combination of circumstances: the reaction 
against the contemplative life of the religious 
orders under the Reformation, which culminat- 
ed in exaltation of work and also, in some Chur- 
ches, in the sanctification of wealth as a token 
of divine benevolence; some inventions such as 
a more suitable type of harness for draught 
animals and the rudder on ships which, by 
enabling men to make a better use of the 
animal strength of traction and of the pro- 
pelling power of the wind, rendered the last 
remains of slavery and servitude superfluous; 
the more efficient system of communications 
by land and sea deriving therefrom and the sub- 
sequent important discoveries of new commer- 
cial routes and new continents which rapidly 
developed trade exchanges and increased the 
power and prosperity of the merchant classes 
and of other professions of a strictly lucrative 
nature; and, last but not least, the except- 
ionally high birth rate among the middle classes 
which increased their importance as compared 
with the nobility and — this phenomenon is 
probably connected with the high birth rate 
and is of outstanding importance — the strength 


of family ties which led people to identify the 
needs of their descendants with their own, so 
that their urge to work and save money was 
much greater. 

These circumstances not only determined the 
triumph of the bourgeoisie in Western Europe 
but, some continuing and some increasing, they 
contributed to its demographic, economic and 
political expansion. One of the main reasons 
why the system of money-making proved more 
efficient than the system of prestige is undoubt- 
edly to be found in the fact that it is easier 
and safer to accumulate material goods than 
the immaterial advantages on which the latter 
system is mainly based. Consequently, in the 
long run, the system of gain spread from Europe 
all over the world, penetrating, stirring, if not 
upsetting, societies based on other systems and 
setting its mark on national economy in the 
century that was aptly termed bourgeois. 

This was certainly not the first time in his- 
tory that the system of gain prevailed: Athens 
and Rome are well-known historical examples. 

In Athens and in Rome, however, the sys- 
tem did not get a firm footing, because the 
huge accumulation of wealth to which it led 
engendered corruption both in private and in 
public life and — probably an unavoidable con- 
sequence of this — a drop in the birth rate, a 
loosening of family ties, a breaking of solidarity 
with the generations to come and, therefore, not 
only an end to accumulation, but the consump- 
tion and dispersion of wealth already accumv- 
lated. Serious reasons lead us to fear a similar 
degenerative process in our present bourgeois 
society and many think it has already started. 


14. — Unlike the ancient classic society, how- 
ever, our contemporary bourgeois society would 
not die out without leaving heirs, This time 
the stage of free work based on gain has lasted 
long enough for the stage of voluntary work to 
have evolved from it. 

With the system of voluntary work, produc- 
tion at any rate is assured, though within cer- 
tain limits, by the pleasure people take in their 
work; to a certain extent the spur of gain is 
now superfluous and we find the stimulus of 
prestige re-acquires strength. Complex eco 
nomic and social consequences ensue, that I 
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Evolution of the Psychoiogy of Work and of Accumulation 


shall illustrate in another study, tracing the first 
outlines of a labouristic economy (12). 


15. — This sketch of the evolution of the 
psychology of work and of accumulation is a 


(12) A Spanish translation of the study, entitled: Economia 
laboral - Ojeada histérica y primeras lineas tedricas con applica- 
ciones a la societad americana, is in the press, published by 
the Editorial Labor, Barcelona and Buenos Aires. An article, 
summarising some results, had appeared during the war in the 
« Revista Internacional de Sociologia » (Madrid), April-Septem- 
ber 1943, under the title Primeras lineas de una economia la- 
boral, and then reproduced, together with another article, in 
a pamphlet entitled Dos ensayos de economia laboral, published 
by the Instituto Balmes de Sociologia, Consejo Superior de 
Investigaciones Cientificas, Madrid. 
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general one and many quite important details 
remain in the shade from which perhaps they 
may never emerge; many others are the result of 
a process of intuition rather than of well found- 
ed proofs which may never be supplied. Except 
by intuition, it is indeed impossible to penetrate 
the psychology of the working classes in pre- 
historic times, and even very difficult to pene- 
trate it in more recent times, particularly in 
view of the fact that for centuries these classes 
lived in the background of history. But, in 
any case, I hope this sketch will by found 
interesting and suggestive enough to justify its 
presentation. 





Some Aspects of Italian Economy 


and the Theory of Full Employment 


by 


VITTORIO MARRAMA 


1. — The full employment theory, which 
has developed with unprecedented vigour in 
the last few years, is one which reflects more 
especially the experience of the last pre-war 
decade in the leading English-speaking coun- 
tries, and therefore the principles of economic 
and financial policy it postulates would seem 
applicable to them only. Therefore, when we 
cross the frontiers of the Anglo-American coun- 
tries and of those living under similar condit- 
ions, the theory must be qualified to an extent 
which makes it difficult to say what remains 
of its original features. 

The purpose of this article is to examine 
those aspects of the full employment theory 
which may be of interest to Italy, and it will 
therefore call attention to some special features 
of the Italian economy which differentiate it 
from that of the Anglo-Americans, studying 
their mutual relations as affecting full employ- 
ment. The enquiry will be of value should it 
succeed in clearing the ground of such erroneous 
notions as those held by persons who accept 
all the principles of the said theory without 
drawing the necessary distinctions, or else reject 
them all without first ascertaining what their 
general value may be. 

The many and diverse plans devised for 
rehabilitating and developing Italian economy, 
while apparently inspired by divergent political 
trends and differing in the means they propose 
to use, have undoubtedly been influenced by 
the Anglo-American theories of full employ- 
ment, on which in many cases they have drawn 
largely. 

In 1946 the Sub-Committee on the economic 
problems of labour, in its Report to the Ministry 
for the Constituent Assembly, wrote on the 


theory of full employment: ” Although one 
can obviously not think of transferring to our 
country solutions devised to meet very different 
economic and social conditions in countries 
with totally different possibilities from ours, 
and although we must endeavour to find our 
own solutions for the problems of our labour 
market, to be carried out by means in keeping 
with our economic structure, we must never- 
theless recognise the existence of international 
trends which may guide us in our work of 
reconstruction and revival” (1). 

The international aspects of the full employ- 
ment theory would seem to make a compara 
tive study of the possibilities of its application 
more than ever desirable. The success of such 
a policy depends indeed not only on the 
stabilisation of the economy in a given country, 
but also on the extent to which it is possible 
to stabilise the economies of the other countries 
to which it is bound by commercial interests. 

These international aspects of the problem 
of full employment, already debated at the In- 
ternational Labour Conferences held at Philadel- 
phia in 1944 and at Paris in 1945, and which 
have been brought more than ever to the fore 
by the efforts America is now making to assure 
European reconstruction, call for a prompt and 
thorough study of the relative economic and 
structural conditions of the several countries. 
The brief considerations here set forth have 
been written with this in view. 


2. — In studying the theory of full employ- 
ment in its relation to the Italian economy, we 
should first identify the fundamental character- 


(1) Ministero per la Costituente: Atti della Commissione 
per lo Studio dei Prohlemi del Lavoro, vol. 1, pag. 58. 
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istics of that economy, and then see in what 


respects they differ from those of the Anglo- 


American countries. 
Let us begin by ascertaining the size of the 
[talian unemployment problem and its nature. 
The following figures, taken from the pre- 
war (1929-38) statistical returns for unemploy- 
ment, are compared with those for the gainfully 
employed population (for 1931 and 1946 the 
figures are those of the population censuses, 
and for the other years they are obtained by 
interpolation). The ratio of the unemployed to 
the working population as a whole is thus 
shown (Table 1). 
TasLe | 
Unemployed and Working Population in Italy 





Percentage 
of working 
population 
| unemployed | 


Unemployed Gainfully 


employed | 


| (thousands) (thousands) 





1929 16,830 1.8 
1930 } 17,046 2.3 
1931 17,262 4.3 
1932 17,478 5.8 
1933 17,694 5.8 
1934 17,910 5.4 
1935 18,126 4,2 
1936 18,345 3-9 
1937 18,558 4.7 


1938 | 18,774 4.3 


Although the ratio of the unemployed to 
the working population in the last pre-war 
decade was not negligible (especially from 1931 
onwards), yet it was small when compared to 
that in other countries such as Great Britain 
and the United States, in which from 1930 to 
1938 the percentage of unemployment never fell 
below 10 °% (except in Great Britain in 1937 
when it stood at 9.9 °%/,). 

It should, however, be remembered that the 
unemployment statistics compiled in Italy be- 
fore the war only referred to workers entitled 
to unemployment benefits and did not include 
some groups of agricultural workers (small 
landowning farmers, métayers and tenant far- 
mers) who are not subject to compulsory un- 
employment insurance. These groups account- 
ed for a large part of the Italian rural popu- 
lation. 

Another important fact to be borne in 
mind is that in Italy the percentage of gainfully 
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employed to total population is very low. It 
rose from 41% in 1929 to 42° in 1938 as 
compared to 46.7%, in Great Britain (1931), 
51.4% in France (1931) and 49.2°%/ in Germany 
(1933). Now, while it is true that this ratio 
is so low in Italy partly owing to the special 
social structure of the country, it is also true 
that it is partly due to the lack of opportunities 
for employment. This peculiar forced inactiv- 
ity closely resembles unemployment in the real 
meaning of the word; it may be described as 
” virtual unemployment” and must be remem- 
bered as a cause of the low ratio between work- 
ing and total population, now further accen- 
tuated by the destruction of the war. To show 
what this means, we would point out that if 
the ratio between working and total popula- 
tion in 1938 had been the same in Italy as in 
Great Britain (46%), the Italian unemploy- 
ment percentage would have been 13 °% instead 
of 4.3 %. 

If the problem of Italian unemployment be 
considered dynamically in relation to one of 
its chief causes, the growth of population, then 
the situation becomes yet more serious. Each 
year the population of working age increases 
by 300-350,000 persons for whom there seems 
to be little chance of employment unless the 
country is intensively industrialised (2). 

Bearing the above considerations in mind, it 
will be readily understood that the figures given 
above are only very approximate and are far 
from showing the real importance of the pro- 
blem of unemployment in Italy in the ten years 
preceding the war. 

The number of unemployed is now estimat- 
ed at over 2 million, 7. e. at 10 94 of the work- 
ing population, with due allowance for possible 
errors in the official returns (3). 

During the pre-war decade unemployment 
in Italy seemed to be chiefly cyclical in char- 
acter. Now, while no one would dream of 
claiming that the economic depression then 


(2) See Pasquate Saraceno (Director of the Technical-Eco- 
nomic Centre for Research and Planning): Elementi per un 
piano quadriennale di sviluppo dell’economia italiana - Report 
to the National Economic Council, Rome, 1947 (published by 
the said Centre). ALEssanpro Mottnari: Future Responsibility 
of Italian Industry, in this Review, April 1947; Anatomia in 
cifre in Italia, in the Review ”’ Ulisse ’’, 

(3) See P. Sapnaceno, op. cit., p. 5. 
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affecting world economy did not react on 
Italy to a marked degree, and therefore on 
her level of employment, yet it seems to us 
that Italian unemployment, then as now, is 
above all of a structural character, due partly 
to demographic disequilibrium. 

Ever since she attained her unity, Italy’s pro- 
ductive activities have been shaping themselves 
along lines similar to those prevailing in the 
leading Western countries, both as regards her 
productive system and the formation of her 
real income. Now, it must be admitted that 
this trend has led to a maladjustment between 
the productive structure of the country and the 
economic structure of its market, characterised 
by the abundance of manpower on the one hand 
and the scarcity of fixed and circulating capi- 
tal on the other. It is clear that the actual 
and virtual unemployment existing in Italy is 
due to this lack of balance between capital and 
labour, a disparity now increased by the des- 
truction caused by the war. 


3. — Far be it from us to attempt in this 
short article a thorough study of such complex 
economic problems as are involved in the facts 
set out above. We may, however, state in a 
general way that the only solution for the 
employment problem in Italy lies in the elimi- 
nation, or at least in the reduction, of the mal- 
adjustment referred to. Now this can be secured 
by one of two means: 


(1) by adapting the productive structure 
to the economic structure of the market; or 


(2) by adapting the economic structure of 
the market to the productive structure. 


The first alternative would entail the direct- 
ion of our productive system along lines less 
closely modelled on the capitalistic pattern, 7. e. 
requiring less capital and more manpower. This 
would provide larger opportunities of employ- 
ment for the working masses. It would seem, 
however, that this solution must be set aside, 
first, because it is more than probable that a 
full or partial renunciation of the productive 
systems of the Western countries would reduce 
real income per capita, and would therefore 
reduce the already low living standards of the 
Italian people. Full employment thus secured 
would be void of meaning. Secondly, it seems 


far from certain that such a structural change 
would really assure a higher level of employ. 
ment. It is indeed clear that we could only 
specialise on a large scale in productive activi- 
ties requiring comparatively little capital, above 
all fixed capita] (such as certain branches of 
agriculture, handicrafts, and textile industries), 
if we could count on foreign markets to absorb 
their output on a similar scale. But would 
such markets really be available? While it is 
true that the output of the mass-production 
industries is subject to fierce competition on 
international markets, it is also true that com- 
petition is no less keen for farm products and 
the goods produced by small and medium-sized 
industries. 

This being so, it would seem that the only 
practical way to obtain positive results would 
be to adjust the economic structure of the mar- 
ket to the existing productive system. The fact 
that in more than 80 years of national life Italy 
has only been able to make this adjustment on 
a relatively small scale, shows how complex the 
task is. It seems, however, indisputable that 
the solution of our employment problem can 
only be found by lessening the disequilibrium 
between capital resources and labour supply to 
such an extent as will adjust the economic struc- 
ture of the market to its productive structure. 
And as the disequilibrium consists in a relative 
abundance of manpower compared to a relative 
scarcity of capital (both fixed and circulating), 
its elimination or modification can only be 
secured by reducing the supply of labour or 
increasing available capital, or by pursuing both 
these ends, 

Now, however optimistic we may be as to 
the future outlook for emigration, it is difficult 
to foresee an outflow of labour (individual 
workers and family groups) equal to the natu- 
ral growth of population, which is now around 
300-350,000 per annum. Emigration, even in 
its most prosperous days, only attained such 
figures for very brief periods of time. We are 
therefore forced to the conclusion that emigta- 
tion will be barely able to offset a part of the 
natural rate of increase of the population. 

On the other hand, something more sub- 
stantial might be done in the matter of capital 
resources. Professor Coppola d’Anna was there- 
fore right when he recently wrote: ” The 
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problem of employment in Italy is first and _ parisons. The only available data are those of 
foremost a problem of capitalisation which em- Colin Clark on fixed capital per capita (work- 
braces the urgent need to reconstitute circulat- ing population) in certain countries, but the 
ing capital, reconstruct the economic equipment _ data refer to 1913 (5). We give them in Table II 
destroyed by war, and develop and improve for what they are worth, accompanied by those 


it” (4). But there again, in the case of circulat- _ for real income per capita (working population) 
ing capital (raw materials), as in that of emi- for the same year. Clark’s figures, as is known, 
gration, the solution of the Italian problem is _are expressed in international units, defined by 
largely dependent on conditions in foreign mar- him as the volume of goods and services that 


kets and on the state of international trade. _ could be acquired in the United States with one 
Let us then take the level of raw material dollar in the decade 1925-1934 (average). 
supplies as only one ” datum ” of the problem, Data on which we could base an internat- 
while insisting however on its importance as ional comparison are not available for the per- 
the essential condition for reacquiring the de- _iod following the First World War, and it is 
sired balance between capital and labour. therefore not possible to show how Italy’s posit- 
In regard to the problem of fixed capital, _ion has changed relative to the other countries. 
Italy enjoys a greater degree of liberty, for | We may nevertheless assume that Italian capit- 
here much, if not all, depends on ourselves. Let —_alisation increased in the period between the 
us now go a little more deeply into this aspect two World Wars to a greater degree than in 
of the problem. other countries, though not sufficiently to reduce 
to any marked extent the distance separating 
4. — The low degree of capitalisation in Italy from them. We may therefore presume 
Italy is well known, though only in a general _ that the degree of capitalisation of the Italian 
way, as unfortunately there are no recent stat- | economy was relatively low, at the outbreak of 









































istics that enable us to make international com- __ the last war. 
Taare Ill 
Taste Il Indexes of Industrialisation and Real Income 
Indexes of Capitalisation and Real Income (1928) 
(1913) = 
- ‘ Real income | 
=——————[SSSSS , ndex o ita 
Fixed Capital Real Incom Countries alee 
, per ple (a) pond aie Industrialisation — 
Countries (working (working ea _ population) 
population) population) 
~ —————— United States 722 1557 
United States . . |, 5160 1191 Canada iz 444 1587 
Argentina . . . 4680 800 Geest Britain 403 1090 
Canada 4590 1062 Switzerland. . . 400 950 
Australia . 4100 | 742 Germany. .. . 355 675 
Great Britain 3590 966 ae 337 729 
Germany . 3130 704 | Sweden. . . . 283 660 
a 3060 629 Belgium . . . . 275 (a) 
Sweden . . . . 2680 | 474 Australia. . . . 260 1127 
Belgium... . 2190 470 Holland . a ee 256 951 
ae 1580 452 Czechoslovakia. . 229 (a) 
> a 1435 408 Denmark. . . . 200 655 
Italy 1430 328 Austria ~ we és | 181 | (a) 
Hungary . III0 220 Italy. ww ws | 153 426 
ie 6 oe % 460 | 128 Argenting . . . 118 | (a) 
Gem. 2 ws 106 (a) 
(a) The items of fixed capital mentioned individually by agey. - + 83 (a) 
Clark are: buildings, railways, agricultural capital and com- Japan. - . ss | 74 | 293 
mercial capital. 





(a) No figure given by Clark. 
(4) Corro.a D’Anna: E possibile una politica di ’’ full em- 
ployment ’’ in Italia ?, in the Review "’ Previdenza Sociale’’, 


(5) C. Crank: The Conditions of Economic Progress, Lon- 
July-August, 1946. 


don, 1940, p. 389. 








Another aspect, and from many points of 
view a consequence of this special situation, is 
the low level of industrialisation of Italian’ econ- 
omy. Here again data for international com- 
parisons are lacking. Nevertheless Professor 
Coppola D’Anna (6) has compiled a reliable 
index of the degree of industrialisation in some 
foreign countries and in Italy in 1928, showing 
‘the ratio between the percentages of the world’s 
industrial production in the several countries 
and the percentages of world population repre- 
sented by each of them. We give in Table III the 
index for the degree of industrialisation thus 
obtained, adding to the list of countries given 
by Coppola those mentioned in the previous 
table but not in his. The index of industrialisa- 
tion is accompanied by that of real income per 
capita (in international units) of the same coun- 
tries taken from Clark for 1928 (loc. cit. p. 148). 

As these figures show, in 1928 Italy occupied 
a position of only secondary importance in 
regard to the level of industrialisation. It may 
be presumed that her relative position improved 
in the following decade, but the variation can- 
not have been of much importance. 


5. — Although the two Tables given refer 
to two different periods, the relative positions 
of the several countries in this regard cannot 
have changed much in a fairly brief period, so 
We may note a certain correlation between the 
degree of capitalisation and the level of indus- 
trialisation. High (or low) capitalisation and 
high (or low) industrialisation are generally 
found together in a given economy. Argentina 
and Australia are exceptions to the rule that 
highly industrialised countries have a high level 
of capitalisation and vice-versa; for while they 
rank high for capitalisation they occupy a 
secondary position as regards industrialisation. 
This can be explained, in our opinion, by their 
special economic and geographical structure, 
which has led, for instance, to very large 
capital investment in railways. 

A study of the two Tables suggests another 
observation. Not only is the degree of capital- 
isation related to that of industrialisation, but 
there is a close correlation between each of 


(6) F. Corrota D’Anna: Economic Progress and Capital 
Investments, in the Review of the Economic Conditions in Italy, 
of the Banco di Roma, July, 1947. 
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these degrees, taken singly, and real income 
per capita, expressed by the coefficient of 0.943 
in the case of capitalisation and 0.733 in that 
of industrialisation. 

The data given in Tables II and III point to 
the fundamental difference existing between 
the two leading Anglo-American economies in 
which the theory of full employment grew up, 
and the Italian economy. These figures show 
that Italian economy is markedly under-capital- 
ised, under-industrialised, producing a low level 
of income, as compared to the Anglo-American 
countries. In saying so, we only repeat well- 
known facts which must however be borne in 
mind for the purposes of this study. 

We must now ascertain whether there exist 
not only correlations but also functional connec- 
tions between the three terms discussed (capital- 
isation, industrialisation, and real income), and 
if so, which are the independent variables and 
which the dependent. There seems to be no 
difficulty in doing so, for it is clear that, at 
least within certain limits, those functional con- 
nections exist and that the main independent 
variable can only be the degree of capitalisation. 
The level of industrialisation is an independent 
variable in relation to real income per capita, 
but is, in its turn, a dependent variable in relat- 
ion to the degree of capitalisation. Lastly, real 
income is a dependent variable; in particular 
it is a function growing with the degree of capit- 
alisation and with the level of industrialisation. 
The latter connection is, however, in practice, 
less definite than the former, as is shown by 
the coefficients of correlation mentioned above. 
This can be readily explained when we reflect 
that the level of industrialisation, in that it 
deals with only a particular sector, though a 
very important one, of the national economy, 
is less important for the formation of income 
than is the degree of capitalisation. 

Substantially, the above statement means 
that the real income of a country is closely 
dependent, in the first place, on the degree 
of capitalisation attained by its economy, and, 
in the second place, on the level of industrial- 
isation in that economy. It follows that the 
fundamental problem for Italy is that of capital 
investments, inclusive of those of a typically 
industrial character. But if this be true m 
normal times, it is all the more so today when 
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national wealth, reduced by war, has to be 
rebuilt. The most recent calculations place the 
cost of reconstruction, limited to the replace- 
ment of the machinery destroyed or worn out 
during the war, at 250-275,000 millions of 1938 
lire, equivalent to 13-14,000 million pre-war 
dollars. 


6. — After having said this, it can safely 
be affirmed that the opportunities for profitable 
employment of manpower in Italy are strictly 
conditioned by the accumulation of capital, on 
the supposition of an adequate influx of raw 
materials, 

We know that the rapid accumulation of 
capital is only possible when the creation of 
savings is equally rapid, and this can only reach 
a satisfactory level when real income per capita 
is high. In Italy, even in normal times, the 
real income is low, all the more so today as a 
result of the war. It follows that the quota of 
income which can be saved is quite insufficient 
when compared to the need for investment. To 
increase savings, income must be increased; but 
income can be increased only when investments 
increase, which, in their turn, are conditioned 
by the volume of savings. The difficulties 
implicit in this delicate point of Keynes’s theory, 
and the discussions to which they have given 
rise, are well known. The characteristic feature 
of income, which at first sight is held to be that 
of a dependent variable, is considerably limited 
by the initial need for a savings fund to set in 
motion the consumption-investments-income- 
savings mechanism. It would therefore seem 
to be a vicious circle, leaving no possibility of 
solution. 

To break this circle, efforts must evidently 
be concentrated on savings. Nothing must be 
neglected which can encourage the formation 
of savings, and any diversion of income towards 
non-essential investment should be avoided. It 
cannot be said that these conditions now exist 
in Italy; a large share of income goes into 
luxury trades, and in our situation, especially 
at this time, this must mean a waste of energy 
and therefore the destruction of wealth (7). But 
even when an increase in the share of income 
devoted to savings has been secured, the task 


(7) See C. Gixt: On National Income, in this Review, July, 
1947, p. 63. 
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is not completed. Savings must be invested in 
the most productive manner possible. The re- 
construction of capital resources destroyed or 
damaged by the war, and more especially fixed 
capital in industries, should provide for many 
years to come an opportunity for the profitable 
investment of national savings. Foreign loans, 
of which there has been much talk of late, will 
only be valuable in so far as the national econ- 
omy is definitely directed along the line here 
described. 

Professor Saraceno (op. cit. Chap. III) has 
recently estimated the total need of capital in- 
vestments in Italy for the four years 1948-52 
at 7,200 millions of dollars, distributed as fol- 
lows: 2,500 millions for public utilities; 1,500 
millions for buildings; 1,700 millions for land 
reclamation and public works; 1,500 millions 
for the manufacturing and mining industries. 

This mass of investment would call for an 
increase of capital within the country which 
could only be provided by an influx of imports 
(financed by foreign loans) to a value estimated 
by Saraceno at 2,500 millions of dollars. 

Evidently the recourse to national savings 
would still be a pretty heavy one for an income 
increasing as slowly as does that of Italy. How 
heavy it would be is shown by the ratios — 
postulated by Saraceno — between investments, 
available goods, and income produced (Tab. IV): 

While treating these estimates with all due 
caution, the percentage of investments mention- 
ed may be accepted as indicative of the growth 
of savings that would be necessary to carry out 
the ” plan”. One can see how great would be 
the restriction of consumption that the Italian 
people would be called on to face. 

But if the full employment problem is to 
be solved in Italy, a vast and general program- 
me of capital investments would have to 
be accompanied by action in another special 
field: it would be necessary to intensify the 
process of capitalisation and industrialisation in 
Southern Italy. One cannot over-emphasise the 
fact that the elimination, or at least the lessening 
of the economic disequilibrium between North- 
ern and Southern Italy would greatly facilitate 
the solution of our most thorny problems. In 
his ” Four Year Development Plan” Saraceno 
lays special emphasis on the problem of South- 
ern Italy and advocates a regional distribution 
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Income produced 
(thousand 
million dollars) 


(thousand 
million dollars) 


(a) 


Available goods 


Taste IV 








Ratio of invest- Ratio of invest- 
mepts to income ments to avail- 
4, able goods 
% 


Investments | 
(thousand 
million dollars) 





1938 (b) | 9.3 9.3 
1946 6.1 6.5 
1948 - 49 8.3 9.4 
1949-50 9 9.9 
1950-51 9.9 10.5 
I9gsI— 52 II 11.4 








1.6 17.20 (10,75) 17.20 
0.6 9.83 9.23 
1.4 16.86 14.89 
1.7 18.88 17.17 
2 20,20 19.04 


2.4 21.81 21.05 
| 





(a) Available goods correspond to the total of goods produced and imported, after deducting the value of goods exported 


and consumed by foreigners in. Italy. 


(b) It has been calculated that in 1938 there was an investment of 1.0 thousand million dollars and an expenditure of an ex- 
ceptional kind, i.e. in excess of the normal, on defence works, amounting roughly to 0.6 thousand millions, a total amount of 1.6 


thousand million dollars. The first percentage given for 1938 (17.2 9 


normal share only. 


of the programme outlined above in such a way 
that a large share of the expenditure on invest- 
ments be made in Southern Italy and the 
Islands (8). 

We may therefore conclude that the problem 
of employment in Italy is not only a problem 
of the accumulation of capital and therefore of 
national] savings, but is also a problem of region- 
al distribution of capital investments and there- 
fore of their control. 


7. — The arguments set forth above make 
it unnecessary to discuss at length the possibility 
of applying to Italy the full employment policy 
now advocated by modern Anglo-American 
theories. The most common and most widely 
accepted analysis of the Italian problem is that 
the dangers threatening our economy are not 
those which threaten an economy of the Amer- 
ican or British type, where the volume of 
savings is in excess of the opportunity for 
investing them, and where there is therefore an 
inadequate demand for capital. Our danger is 
rather that of the deficiency of savings which 
accentuates the disparity between capital and 


(8) The grave and permanent economic depression from 
which the Southern provinces are suffering—accounting for not 
less than 1/3 of the total Italian population—depresses the 
whole national income. It should be remembered that the 
average per capita income in 1938 (estimated at 2,650 lire 1938) 
was the result of a calculatior based on a per capita income 
in the Northern provinces of about 3,300 lire, and a per cap- 
ita income in the Southern provinces not exceeding 1,800 lire. 
It will therefore be necessary in the case of the South to eli- 
minate, or at least modify, the initial disadvantage by outside 
intervention, in keeping with the ourrent doctrine on depress- 
ed areas. 


%,) refers to this global amount. The second (10.75 %) to the 


labour. The main problem — as stated by the 
theorists of full employment — is that of 
demand and not of production. In Italy this 
statement should be reversed. The economic 
policy our country needs is first and foremost 
licy of encouraging production, and atten- 
tion should be devoted to securing the highest 
possible quota of savings directed to productive 
investment rather than to assuring an outlet 
of some kind for our production. 
The best known writers on full employment 
— for instance, Kalecki — recognise this prin- 
ciple as a necessary supplement to their doc- 
trine: 


”It is thus evident that a prerequisite of full 
employment is a proper relation between existing equip- 
ment and available labour. The volume of equipment 
must be adequate to employ the available labour and 
still allow for reserve capacities. If the maximum capa- 
city of equipment is inadequate to absorb the avail- 
able labour, as will be the case in backward countries, 
the immediate achievement of full employment is 
clearly hopeless... 

In an economy where plant is scarce, it is thus 
necessary to have a period of industrialisation, of recon- 
struction, during which the existing equipment is 
expanded at a rather high rate. In this period it may 
be necessary to have controls not unlike those used 
in war-time, Only after the process of capital ex- 
pansion has proceeded sufficiently far is a policy of full 
employment of the kind described above possible” (9). 


It should nevertheless be observed that the 
measures proposed and adopted by a controlled 


(9) The Economics of Full Employment, prepared by the 
Oxford University Institute of Statistics - Part Il: Three Ways 
to Full Employment, by M. Katecki, p. 43. 
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economy in war time, and the programme of 
economic intervention arising from the theory 
of full employment, have much in common 
and react on one another. A great deal has 
been written about the war-time economy, and 
it has been formally studied as an economy of 
full employment (10); consideration has been 
iven to the possibility of supplementing a 
policy of full employment by measures suited to 
war-time economy or one of preparation for 
war, and even of a collectivist economy (11). 
On the other hand, the satisfactory Italian 
recovery as regards production and supply of 
raw materials and power-producing units, sub- 
stantially modifies the conditions on which the 
possibility of applying the theory of full employ- 
ment depends. This recovery, and the good 
hopes for its future development, should make 
one cautious in considering the theory upheld 
by those who draw from the contrasting posi- 
tions of ” have ” and ” have-not”’ nations con- 
clusions which would entirely rule out the pos- 
sibility of applying a policy of full employment 
in Italy and in all those other countries — for 
instance, most of the European countries — in 


which population is relatively large and capital 


reserves relatively scarce. The ” typical” anti- 
theses that Professor Gini (12) notes between 
the anti-savings theory in America and the 
theory of savings in Europe, should be consid- 
ered in all the complexity and wealth of his- 
torical conditions from which they arise, and 
which give them practical significance, From 
this standpoint, the high level of capitalisation 
in Great Britain places that country closer to 
conditions prevailing in America than to those 
prevailing in Europe, notwithstanding her rela- 
tively large population. Gini does not mention 
Great Britain, but that country is evidently in 
the position just referred to. The mere fact 
that the anti-savings theory, if it did not arise 
in Great Britain has certainly found there its 
fullest elaboration in the theories of Keynes 


(10) See: League of Nations: The Transition from War to 
Peace Economy, 1943, p. 10. - W. H. Beverince: Full Employ- 
ment in a free Society, p. 36. 

(11) W. H. Beveripce, op. cit., p. 36. 

(12) C. Gini: La teoria europea del risparmio e la teorta 
americana dell’antirisparmio, in ’’ Rivista di Politica Econo- 
mica”, June, 1947. 
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and the modern theory of full employment, 
would be enough to prove it. 


We may therefore conclude that when once 


. the several parts of the modern theory of full 


employment have been related to the different 
structural features of the several economies, it 
must be admitted that the guiding principles of 
that theory can have a general application. We 
do not wish to enter into a detailed discussion 
of the different measures advocated by the full 
employment theory; suffice it to note, for in- 
stance, that measures designed to encourage 
capital investments and to control their distri- 
bution may find suitable application in Italy. 
Moreover, apart from individual economic poli- 
cies which may be followed, there is a whole 
series of general principles applicable in all 
countries. These principles, to which the theory 
of full employment has given a solid scientific 
basis, are: 


(1) the recognition of Government respon- 
sibility for ensuring the full employment, or 
at least a high level of employment, of the 
national productive energies; 


(2) the coordination of national economic 
activities with a plan for full employment, or 
at least with general plans having that end in 
view; 

(3) the administration of the public finan- 
ces in conformity with the new principles 
(” functional ” finance) which consider the bal- 
ancing of the State budget not as the principal 
aim but as subordinate to the aim of balancing 
the national economic budget; 


(4) the making of theoretical and statis- 
tical studies on a macroscopic scale which 
should pivot on the fundamental notions of 
national income and national expenditure. 


We certainly do not mean by this that all 
countries, Italy included, should accept these 
general principles merely because they are 
generally applicable; but to whatever group a 
country may belong (rich or poor, with a high 
or low density of population, with a high or 
low level of capitalisation and industrialisation, 
etc.), it will benefit from a re-examination of 
its special problems in the light of the new 
general principles introduced by the Anglo- 
American theory of full employment. 











The study of Italy's import and export 
movement is valuable not only as showing the 
dynamics and characteristics of that trade in 
itself, but also as affording a synthetic picture 
of the fundamental aspects of the changes in 
her economic life. The rapid industrialisation 
of Italy, the improved standard of living of her 
people, the effects of the past autarkic policy, 
are clearly shown by the figures of her internat- 
ional trade. They also point to the periods of 
her economic prosperity or depression; we find 
in them documentary evidence of the economic- 
political movements of Italy now towards the 
west now towards the east, and lastly they show 
us, as do the scars on a human body, the eco- 
nomic consequences both of military and com- 
mercial wars. 


1. - The evolution of Italian foreign trade from 
1881 to 1947. 


The figures given in the following pages 
refer to the value of imports and exports as 
shown by official statistics. 

Much could be said about the reliability 
of these figures, especially of the more recent 
ones, but this would lead us into a critical and 
technical examination of statistics which are 
more or less open to criticism in all countries. 
This is due to the complexity of such detailed 
and varied book-keeping, dealing with so a 
wide variety of values expressed in all sorts of 
currencies, and by different methods, to say 
nothing of the influence exercised by the con- 
flicting interests of customs’ authorities and pri- 
vate importers and exportes. For the purposes 
of our study, however, these statistics, with all 
their defects, can suffice, as we shall examine 
the main lines as hown by averages, for a series 
of years and we shall use them only for the 





GUGLIELMO TAGLIACARNE 





Italian Foreign Trade in the Framework of World Trade 


purpose of calling attention to trends and fund- 
amental characteristics of major interest. 

From 1881 to 1885 the value of Italian im- 
ports (Table I) amounted to 1,307 million lire 
per year; they rose to 3,673 millions on the eve 
of the first world war; they increased rapidly 
during that war and after its conclusion until 
1930; in the quinquennium 1926-30 their value 
rose to 16 times that of 1881-85. In the mean- 
time prices had increased 6 or 7 fold. There- 
fore, the increase shown by the figures above 
mentioned was to a great extent a real increase. 
That is to say the volume of imports had more 
than doubled if not trebled during the half 
century when the great economic depression of 
1929-30 set in. On the eve of World War Il 
their value had fallen to half that registered in 
the years from 1926 to 1930. In the meantime 
prices also had fallen, but to a lesser extent. 
The annual average value of Italian imports in 
the period 1936-40 stood around 11 milliard 
lire; taking into account price fluctuations we 
may conclude that the volume was nearly 
twice that of 1881-1885. In the meantime the 
population increased 4o %. 

We come at last to 1947. The value of the 
imports (1) may be reckoned for that year at 
some 400 milliard lire, or 35 times that of 1938; 
but as wholesale prices had risen in the mean- 
time in a markedly higher degree we are led 
to the conclusion that the volume imported 
in 1947 was inferior to that imported in 1938. 
For the latter period we have the official figu- 
res not only for the value but also for the vol- 
ume of foreign trade. They confirm the re- 
duction above mentioned. In 1938 Italy im- 
ported 20.6 million tons of goods; in 1947 
the figure had fallen to 17.3 million. In the 


(1) Figures calculated by completing the official values pu- 
blished for the first eight months of the year. 
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ITALIAN IMPORTS CLASSIFIED BY THE NATURE OF THE PRODUCTS Taste | 
(Annual averages in millions of current lire, gold and money excluded) 

















Raw materials . 
Foodstuffs ; inis 

and semi-manufactures Finished products 
PERIOD 


° os os 
¥% on the pon 4, on the pe % on the 


Amount 
total total total 


$$ 


1881 301 23.03 614 46.98 392 29.99 
1886 366 26.33 669 48.13 355 25.54 1,390 
1891 262 22.68 639 55.33 254 | 21.99 | 1,155 
1896 283 20.24 824 58.94 291 | 20.82 1,398 
1901 367 20.05 1,082 59.13 381 20. 82 1,830 
1906 520 17.73 1,654 56.39 759 | 25.88 2,933 
IgII 776 | 21.13 2,148 58.48 749 20.39 3,673 
1916 4,745 | 28.98 8,600 52.53 3,028 18.49 16,373 
1921 5,619 29.43 | 10,599 55.52 2,874 | 15.05 19,092 
1926 5,266 24.65 12,245 57.32 3,853 | 18.03 21,364 
1931 1,666 19.46 | 5,205 60.79 1,691 | 19.75 8,562 
| 
| 

















1936 1,764 16.10 7,298 66.61 1,895 | 17.29 10,957 
1946 29,561 32.31 57,691 | 63.06 4,231 4.63 | 91,484 
1947 (a) | 105,490 25.39 278,855 | 69.27 22,185 5.34 | 


| 


(a) The figures are calculated by adding to the data published for the 8 month period, January-August 1947, one half of the 
amounts given for that period. 

The data given for several groups of imports in 1947 are not strictly comparable to those for the previous years, as the rules 
followed by the Central Institute of Statistics in making the classification were altered in 1947. 

Source: Central Institute of Statistics (Istituto Centrale di Statistica). Tabulations and calculations by the Author. 


415,530 
| 


preceding year, 1946, imports only reached 10 _in 1947 is obvious and was due more especially 
million tons, that is to say, less than half the to large imports of coal and wheat. 
1938 volume. The marked increase registered Italian exports (Table II) doubled in value 


ITALIAN FXPORTS CLASSIFIED BY THE NATURE OF THE PRODUCTS Taste Il 
(Annual averages in millions of current lire, gold and moncy excluded) 











Raw materials -— 
Foodstuffs é Finished products 
and semi-manufactures . 


PERIOD ee eee Total 


‘ on the °/ on th ° on the 
” Amount a . Amount S - 
total total total 





°o 
Amount | 
' 
| 
| 


1881 - 1885 | 385 34.84 544 49.23 | 176 | 93 
1886 1890 306 32.08 525 55.03 | 123 | .89 954 
1891 - 1895 300 30.83 | 529 54.37 144 80 | 973 
1896 1900 342 | 27.96 623 50.94 | 258 .10 1,223 
1901 — 1905 | 382 25.16 781 | 51.45 355 3.39 1,518 
1906 1910 516 | 27.07 903 47.38 487 | 55 1,906 
IQII 1915 686 28.94 893 37.66 | 792 30.40 2,371 
1916 1920 | 867 | 15.72 2,418 43.84 | 2,231 -44 5,516 
1921 1925 | 3,023 24.65 4,663 | 38.02 4,578 -33 | 12,264 
3,803 25.06 5,105 | 33.64 6,267 .30 15,175 
1931 1935 | 2,108 | 31.49 1,975 | 29.50. 2,612 39.01 6,695 
| 
| 





1926 1930 


1936 1940 3,169 32.45 2,695 27.60 | 3,901 .95 9,765 
1946 13,806 21.38 21,546 33.36 29,225 45.26 64,577 
1947 (i 25.55 97,617 | 54.34 | 179,647 








36,129 20,11 45,901 





| 
| 


(a) The figures are calculated by adding to the data published for the 8 month period, January-August 1947, one half of the 
amounts given for that period. 
The data given for several groups of imports in 1947 are not strictly comparable to those for the previous years, as the rules 


followed by the Central Institute of Statistics in making the classification were altered in 1947. 
Source: Central Institute of Statistics (Istituto Centrale di Statistica). Tabulations and calculations by the Author. 








in IgI1-15 as compared to 1881-85; in the mean- 
time prices had risen 20°/; therefore their 
actual volume had increased in the thirty years 
preceding the first world war by approxima- 
tely two thirds. It should be noted that this 
increase is slightly superior to that registered 
for the imports during the same period. 

Exports also increased until the great de- 
pression broke out in 1929, then they fell off 
in the period 1931-1936, gradually reviving in 
the ensuing quinquennium. 

Lastly, in 1946 they increased when ex- 
pressed in current lire value, but show a mar- 
ked decline in volume. Thus, in 1938 Italian 
exports stood at 16 million tons, but in 1946 
they had fallen to the modest figure of 1 mil- 
lion with a moderate rise in 1947 when they 
stood at 2.8 million tons (2). 

The disparity between the value of im- 
ports and exports is a serious one, and the dis- 
parity in volume is still greater. Thus, while 
the value of exports in 1947 represents 43 per 
cent. of that of the imports (93 9% in 1938), 
their volume only represents 10 per cent. (21 
per cent. in 1938) of the tonnage imported. 


2. - Foreign trade and industrialisation. 


Let us now examine the nature of the pro- 
ducts imported and exported. 

There has been an increase in imports of 
foodstuffs as well as of raw materials and fi- 
nished products, but the increase has been 
heaviest for raw materials, whose ratio to the 
total passes from 47 per cent. in 1881-1885 to 
67 per cent. in 1936-40. 

The value of our imports of finished pro- 
ducts deserve special consideration. In the 
course of the fifty-five years from 1881-1885 
to 1936-1940 their value increased fivefold, a 
ratio inferior to that of the rise in prices. In 
the earlier period they represented 30 per cent. 
of total imports, while in the second period 
they only accounted for 17° of that total. 

These percentages show that Italy has de- 
veloped her industrialisation to a marked de- 


gree. While imports of finished goods fell off, 


(2) Figure calculated by completing the data published for 
the period January-August 1947. 
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those of raw materials and semi-manufactures 
increased. 

In the more recent years, 1946 and 1947, 
imports of foodstuffs and raw materials haye 
greatly increased, while those of finished pro. 
ducts have fallen to an extremely low figure. 
The serious economic situation of the country 
in these first two post-war years has com. 
pelled Italy to go abroad, less for commercial 
exchanges than for relief, to meet her most 
essential needs: wheat and other foodstuffs, 
and also coal and other raw materials. 

The rapid industrial growth which took 
place in Italy over the long period under con- 
sideration in this article, is confirmed also by 
the statistics for her exports. Here the most 
marked increase occurred precisely in the group 
of finished products. From 1881-1885 to 1936- 
1940 the value of exported manufactured goods 
increased twenty-two times compared to a price 
rise of six to seven fold. The prices of exported 
raw materials have increased in the meantime 
less than fivefold; they have therefore increased 
less than the general rise in prices. 

These figures can be very easily interpreted. 
Exports of raw materials have been limited be- 
cause they have been more extensively used at 
home in the manufacture of finished products 


by Italian factories which have been able to in- 


crease their production partly as a result of the 
larger imports of raw materials, 

The exports of finished industrial products 
accounted for 16 per cent. of all Italian exports 
in the period 1881-1885 and for 13 per cent. in 
the period 1886-1890. These percentages began 
to show a marked increase towards the end of 
last century and rose rapidly, until they reached 
4o per cent. of all exports in the quinquennium 
1936-1940. 


3. - The need ‘of foodstuffs. 


The figures of the chapter dealing with food- 
stuffs deserve a brief comment. The behaviour 
of the annual values of this chapter is affected 
by the fluctuations of the crops and by the pro- 
gress of agriculture. On the whole, however, 
food imports show a decided tendency t 
shrink, especially from 1926 to 1940, as a fe 
sult of the campaign for food self-sufficiency 
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(the wheat campaign). In 1881-1885 food im- 
ports accounted for 23 % of total imports, the 

rcentage rose to 29 °/, during the first world 
war, but fell to 16% in the years 1936-1940. 

Very different has been the situation in the 
last few years. In 1946 the value of food im- 
ports accounted for one third of that of total 
imports; in 1947 the ratio fell to 25%. It 
seems likely that the percentage will be further 
reduced in 1948, and will approach the ratio 
noted in the years immediately preceding the 
second world war. 


4. - Exports versus imports. 


The values we have so far considered ac- 
quire a clearer meaning when we consider 
exports in relation to imports classified by the 
several groups of products and for the several 
periods. The ratios thus calculated (Table III) 
are in a certain sense unaffected by price va- 
riations. 

Tasce III 
PERCENTAGE OF EXPORTS TO IMPORTS 











Raw ma- 
terials and 
semi-ma- 
nufactures 


Finished 


Products 


Foodstuffs Totals 





1881 — 1885 
| 1886 = 1890 | 
1891 — 1895 


127.91 88.60 44.90 
83.61 78.47 | 34.65 
114.50 | 82.78 56.69 
120.85 75.61 88.66 
104.09 72.18 93.17 
99.23 54.59 64.16 64.98 
88.40 | 41.57 | 105.74 64.55 
18.27 28.12 | 73.68 33.69 
1921 — 1925 53-80 | 43.99 159.29 64.24 
1926 - 1930 72.22 | 41.69 162.65 71.03 
193I — 1935 126.53 37.94 154.46 78.19 
| 1936-1940 | 179.65 36.93 205.86 89.12 
| 1946 | 46.70 37-35 | 690.73 70.59 
1947 | 34.25 15.95 440,01 43.23 


84.54 
68.63 
84.24 
87.48 
82.95 


| PERIOD 
| 
| 
| 





1896 - 1900 
IQ0I = 1905 
1906 - IgI10 
IQII I9QI5 
1916 = 1920 














Source: Calculations by the Author based on the data in 
Tables I and II. 


In the case of foodstuffs, the figures for the 
more recent years until the outbreak of the 
second world war, show a marked tendency 
to raise exports to a point when their value 
would have exceeded that of imports. On the 
contrary, in the case of raw materials, the trend 


was for the value of exports to shrink as com- 
pared to that of imports. Lastly, in the case 
of finished products there was a definite ten- 
dency for the ratio of exports to imports to 
rise. In 1881-1885 the exports of manufactured 
goods represented only 45° of the corres- 
ponding imports; the ratio fell to 35% in 
1886-1890. Fifty years later the important de- 
velopment of Italian industries caused this ra- 
tio to rise rapidly, and in 1936-1940 the value 
of such exports was more than double that of 
the imports. 


5. - Italy's share in world trade. 


In the period 1936-1938 Italy accounted for 
2.37 per cent. of all world imports and for 2.20 
per cent. of all world exports, a percentage only 
slightly in excess of her percentage of the 
world’s population which is approximately 2 
per cent. She occupied the tenth place in 
order of importance in foreign trade, ranking 
after the United States, the United Kingdom, 
Germany, France, Japan, Canada, Belgium, 
India, and Holland. 

Tape IV 
WORLD TOTALS AND ITALY’S SHARE 
IN WORLD IMPORT TRADE (a) 


(Annual averages in millions of gold dollars) (b) 
(Precious metals excluded) 


World af Italy's 
PERIOD . Italy percentage | 
— | of total 





1881 1885 7,700 35 3.31 
1886 1890 7,890 I 
1891 1895 


3.43 
8,390 | 5 .68 
9,870 2 -77 

11,940 356 2.98 

15,650 571 

19,920 696 


1896 1900 
Igo1 1905 
1906 IgIo 
Igtt 1913 

1913 | 21,050 | 710 
Ig2I — 1925 27,780 coe 
1926 — 1929 34,230 1,048 

1930 29,080 913 
193I — 1935 | 14,290 438 
1936 — 1938 14,570 345 











(a) Total Tables VII and IX. 

(b) x Dollar=1.50463 grammes of fine gold. 

Source: League of Nations, Tabulations and percentage 
calculations by the Author. 
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Taste V 
WORLD TOTALS AND ITALY’S SHARE 
IN WORLD EXPORT TRADE (a) 


(Annual averages in millions of gold dollars) (b) 
(Precious metals excluded) 
















































13,350 294 2.20 


(a) Total of Tables VIII and X. 

(b) 1 Dollar=1.50463 grammes of fine gold. 

Source: League of Nations. Tabulations and percentage 
calculations by the Author. 






It should however be noted that the ex- 
pansion of Italian foreign trade has been below 


Taste VI 


TOTAL IMPORT AND EXPORT TRADE 
WORLD FIGURES AND ITALY’S SHARE (a) 


(Annual averages in millions of gold dollars) (b) 
(Precious metals excluded) 








World Italy's 
PERIOD aserte Italy 


percentage 
of total 











1881 — 1885 14,460 470 3.25 
1886 — 1890 14,850 | 457 3.08 
1891 — 1895 15,760 | 414 2.63 
1896 — 1960 18,600 | 510 2.74 
I90I — 1905 22,850 651 2.85 
1906 —- I9gI0 29,970 942 3,14 
IgII — I913 38,240 1,157 3.02 
1913 40,500 1,199 2.96 
Ig2I = 1925 53,440 eee —_ 
1926 — 1929 65,840 1,792 2.72 
1930 56,080 1,551 2.76 
1931 — 1935 27,350 =| 78r 2.87 
1936 — 1938 27,920 639 2.29 








(a) Total of Tables IV and V. 
(b) 1 Dollar=1.50463 grammes of fine gold. 


Nazionale del 


World Italy’s 
= | * oS 
1881 1885 6,760 215 3.18 
1886 — 1890 6,960 186 2.67 
1891 - 1895 7,370 189 2.56 
1896 — 1900 8,690 238 2.74 
I90I — 1905 10,910 295 2.70 
1906 — I9gIO 14,320 371 2.59 
I9gII — 1913 18,320 461 2.52 
1913 19,450 489 2.51 
I92I — 1925 25,660 a — 
1926 = 1929 31,610 744 2.35 
| 1930 27,000 638 2. 36 | 
I93I — 1935 13,060 343 2.63 
1936 — 1938 | 
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that of total world trade. Thus from 1881 to 
1885 Italy accounted for more than 3° of 
both total imports and exports. It was during 
the last years preceding the second world war 
that her export and import trade fell in rela. 
tion to total world trade: this was evident] 
due to the autarkic policies adopted about that 
period (Tables IV, V and VI). 

Let us now examine the behaviour of Ital. 
ian foreign trade in the case of two large 
groups of products: 1) that including basic 
goods, i.e. foods, live animals, raw and semi- 
manufactured materials; 2) that comprising 
finished products, i.e. industria] manufactures, 


Taste VII 
IMPORT TRADE IN STAPLE PRODUCTS (a) 
WORLD TOTALS AND ITALY’S SHARE 


(Annual averages in millions of gold dollars) (b) 
(Precious metals excluded) 








. Italy's 
WwW ) 
Periop we Italy 
totals 


percentage 
of total 














1881 — 1885 4,890 | 151 } 3.14 
1886 -— 1890 4,990 176 3-53 
1891 — 1895 | 5,500 156 2.84 
1896 — I900 6,440 195 3.03 
1901 = 1905 | 7,780 | 254 3.26 
1906 = 1910 | 10,030 ‘| 368 3.67 
I9II — 1913 12,670 473 3-73 
1913 | 13,330 484 3.63 
| I92I — 1925 16,900 | cae _ 
| 1926-1929 | 21,310 789 | 3-70 
1930 | 17,770 658 3.70 
193I — 1935 | 8,910 322 3.61 
1936 — 1938 | 9,070 262 2.89 


(a) The heading "’ staples products *’ according to the in- 
ternational classification of 1913 includes the following groups: 

1) live animals; 2) Foods and beverages; 3) Raw or semi- 
processed materials. 

(b) 1 Dollar =1.50463 grammes of fine gold. 

Source: League of Nations. Tabulations and percentage 
calculations by the Author. 


The imports of basic goods (Table VII) re- 
mained at an almost constant level of about 
3-60-3.70 per cent. of the world’s total from 
1906-1910 to 1931-1935 and fell suddenly to 
2.89 per cent. in the period 1936-1939. 

On the other hand, the exports of staple 
products (Table VIII) present irregular ups 
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and downs, with a tendency to shrink when 
compared to world exports of the same pro- 
ducts. The minimum value is registered, as 
for imports, in the period 1936-38, with a 
quota of Jess than 1.65 per cent. of the world 
total. 
Taste VIII 
EXPORT TRADE IN STAPLE PRODUCTS (a) 
WORLD TOTALS AND ITALY’S SHARE 


(Annual averages in millions of gold dollars) (b) 
(Precious metals excluded) 





World 


totals 





Italy’s 
percentage 
of total 





| 
1881 — 1885 4,160 | 2 | 4.13 | 
1886 -— 1890 4,260 | | 3.66 
1891 - 1895 4,650 | | 3.32 | 
1896 — 1900 5.460 7 3.20 





I90I — 1905 6,920 | 2 3— 
1906 - I9gI0 8,920 =| 2,81 
IQII — I913 11,400 | 2,43 
1913 12,000 | 3 2,46 
192I — 1925 15,250 ee — 
1926 - 1929 19,210 1,78 
1930 16,230 | 3 1,92 
1931 — 1935 7,939 | 2,13 
1936 — 1938 8,060 | 33 | 1,65 








(a) According to the international classification of 1913. 

(b) 1 Dollar=1.50463 grammes of fine gold. 

Source: League of Nations. Tabulations and percentage 
calculations by the Author. 


In the case of imported finished products, 
we can note a marked downward tendency, 
while export values tend to rise. Thus in 1881- 
1885 imports of finished products accounted 
for 3.70 per cent. of total world imports of the 
same products, but in 1936-38 they had fallen 
to barely 1.51 per cent. of that total (Table IX). 
On the other hand, Italian exports of finished 
products which accounted for barely 1.65 per 
cent. of the world total in the period 1881-1885, 
had risen to 3.04 per cent. of that total in 1936- 
1938 (Table X). 

The figures we have just given confirm the 
tapid industrialisation of Italy during the pe- 
tiod under consideration, even when compared 
to world industrial development. 

A few figures for the major industrial coun- 
tries of the world throw light on the marked 
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Tasie IX 
IMPORT TRADE OF INDUSTRIAL MANUFACTURES (a) 
WORLD TOTALS AND ITALY’S SHARE 


(Annual averages in millions of gold dollars) (b) 
(Precious metals excluded) 











1881 1885 2,810 
1886 1890 2,900 
1891 1895 2,890 
1896 1900 3,370 
Igo1I 1905 4,160 
1906 — I9gI0 5,620 
IQII — 1913 7,250 
1913 7,720 
Ig2I — 1925 10,880 
1926 — 1929 12,920 
1930 II,310 
1931 — 1935 5,380 
1936 - 1938 | 5,500 | 83 
' 





= “ —_ i 
World - Italy's 

taly percentage | 
totals of total 








| 


(a) According to the international classification of 1913. 

(b) 1 Dollar=1.50463 grammes of fine gold. 

Source: League of Nations. Tabulations and percentage 
calculations by the Author. 


chronological differences in this development 
in the several countries. 


TasLe X 


EXPORT TRADE OF INDUSTRIAL MANUFACTURES (a) 
WORLD TOTALS AND ITALY’S SHARE 


(Annual averages in millions of gold dollars) (b) 
(Precious metals excluded) 





Italy's 
percentage 
of total | 


World 
total 





1881 1885 | 2,600 43 -65 
1886 1890 2,700 30 . 38 
1891 1895 2,720 35 .29 
1896 1900 3,230 63 -95 
1901 = 1905 3,990 87 | 2.328 
1906 — IgIo 5,400 120 22 
I9gII — 1913 6,920 184 66 
1913 7,450 194 .60 
192I = 1925 10,410 248 2.38 
1926 — 1929 12,400 401 3.23 
1930 10,770 327 3.04 
193I — 1935 5,130 174 3.39 
1936 — 1938 5,290 161 3.04 








(a) According to the international classification of 1913. 
(b) 1 Dollar=1.50463 grammes of fine gold. 
Source: League of Nations. Tabulations and percentage 


calculations by the Author. 





In 1881-1885 Italy imported 51.8 per cent. 
of the volume of manufactured goods she im- 
ported in 1913 (Table XI) (3). 

Taste XI 


INDEX NUMBERS OF VOLUME OF! IMPORTS 
OF FINISHED PRODUCTS 






































(1913 = 100) 
PEkIoD — ae mer France | Russia | Italy 
1881 1885 | 59.2|} 45.0 44.3 | 51.7 | 25.4 51.8 
1886. 1890 63.2, 51.8 49.9 47.7 19.4 51.3 
| 1891-1895 61.1] 51.2 | 57.5! 48.3} 28.0) 38.1! 
| 1896-1900 52.6; 54.1 64.0) 48.8| 44.8 37.6 | 
| I9O0I-I1905 69.1} 63.6 88.7 62.2 | 44.0) 53.1 | 
| 1906-1910 87.6 | 84.6 80.9 82.0 62.9 96.5 | 
| IQII-I1913 94.7 | 97.0 95.9 106.1 | 93.1 | 100.9 | 
| r92t-1925 | 94:3) 67.5 71.5) 54.4| 39.3] 43.8| 
| 1926-1929 | 140.0! 94.7 | 112.1) 61.1 59.6 | 71.7| 
1930 111.6; 86.7 | 118.7 98.0 | 129.5| 77.4! 
| 1931-1935 78.3, 60.7 | 82.8 71.2 | 98.4 55.8 
1936-1938 | 93.5) 49.7) 91.5) ea 53-6 47-3) 
| | | 
Source: League of Nations: *’ Industrialisation et commerce 


extérieur ’’, Geneva, 1945. 


In 1936-1938 this index number had fallen 
to 47.3. This means that in 1913 the peak 
figure for these imports was reached in Italy; 






Tasre XII 


INDEX NUMBERS OF VOLUME OF EXPORTS 
OF FINISHED PRODUCTS 


















































(1913 = 100) 

| PEriop fon el eed France Rus Itaiy | 
| 1881 — 1885 | 16.8 | 32.3 | 54.9 | 48.6 18.2 | aol 
| 1886 — 1890 | 18.9 | 38.5 | 60.0 | 53.8 27.3! 19.1 

1891-1895| 21.9! 38.1 | 57.3 | 54.6 | 27.3] 22.2} 

1896-1900} 34.4| 42,8 | 55.4 | 54.6 | 38.6| 36.1 
| 190I- 1905; 52.1! 58.3 | 67.9 | 69.9 61.4 52.6 | 
| 1906-1910) 65.6) 73.7 82.2 82.9 72.7) 66.5 | 

I9II-1913| 90.2! 93.7 | 96.0 | 95.7} 90.9! 96.9 
| 1921 - 1925| 108.7, 61.2 | 68.4 | 83.3 | 50.0 | 69.6) 
| 1926 - 1929| 175.7 77.5 82.7 96.9 235.7 | 129.4 | 
| 1930 | 160.2 | 91.3 68.2 87,4 | 393.0) 115.5) 
| 1931-1935| 95.0! 71.8 | 50.8 | 65.6 | 450.0| 97.4) 
1936 — 1938 | 154.8 84.0 62.9 | 46.7 292.9 | 107.2 
| | 


Source: League of Nations: *’ Industrialisation et commerce 
extérieur ’’, Geneva, 1945. 
(3) The index numbers in the Table XI, are based on 


volumes of manufactured products imported in 1913, made 
equal to 100. 
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thirthy years earlier the volume had been half 
that of 1913; in the three years preceding the 
last world war the volume had again fallen to 
the same or indeed to a rather lower level, 
In the case of France and Germany, the 
trend was much the same as that shown } 
the Italian figures. In the case of the United 
States and Great Britain the volume of imported 
finished products, after rising in a marked 
degree from 1881-1885 to 1913, as occurred in- 
deed in all countries including Italy, remained 
at a high level even in the ensuing period, un. 
til the outbreak of World War Il. In this 
respect, the movement in the Unites States and 
Great Britain differed from that of the other 


industrial countries, Italy, France, Germany 
and Russia. 































































































EXPORT MOVEMENT OF FINISHED PRODUCTS 


INDEX NUMBERS OF QUANTITIES 1913=100 
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Yet more interesting are the index numbers 
for the volume of finished products exported 
(1913=100). Table XII shows that in Italy 
industrialisation, as revealed by the volume of 
exports of finished products, proceeded very 
rapidly until 1926-1929, and was still at a fairly 
high level when the second world war opened. 
The index numbers for the period 1881-1885, 
stood at 24.7, and rose to a peak of 129.4 in 
1926-1930; in the three years preceding the war 
(1936-1938) it still stood at 107.02 (1913 = 100). 

The index numbers for France show a very 
different movement. The volume of indus- 
trial products exported in 1936-1938 was some- 
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what below that of fifty-five years earlier (1881- 
1885). Even in the case of Great Britain the 
volume of industrial products exported reached 
their maximum (100) in 1913, falling in 1936- 
1939 to 62.9. 

On the other hand, the growth of exports 
of manufactured products from the United 
States was unceasing: in 1881-1885 the index 
number stood at 16.8, it rose to 100 in 1913, 
and to 154.8 in 1936-1938. Yet more rapid 
was the rate of increase in Russia. The index 
number for the volume of finished products 
exported from that country stood at 18.2 in 
1881-1885, and rose to 450 in 1931-1935, falling 
to 292.9 in 1936-1938. 

We have limited our remarks to a few re- 
ferences to the varying degree of expansion of 
the imports and exports of finished products 
from the leading industrial countries; but a 
more detailed study for each period and for 
each country wold not be without interest. We 
leave it to the reader to make it if he is inter- 
ested in doing so (Tables XI and XII). 


6. - Sources of supply and market outlets. 


One of the most notable aspects of Italian 
foreign trade is the great change that occurred 
in the countries from whence she imported her 
supplies and those to which she exported her 
own products. 

In 1881 Europe accounted for four fifths 
of Italian foreign trade, both imports and ex- 
ports. Asia provided a small quota of Italian 
imports (4.25 per cent. of the total) but was 
practically valueless as a market for our ex- 
ports (0.49 per cent. of the total). The Ame- 
ricas accounted for 7.5 per cent. both of im- 
ports and exports. Africa contributed to a 
trifling extent to Italian foreign trade, and 
Oceania was practically absent altogether. 

In the course of time, Italian foreign trade 
spread gradually to the most distant countries. 
Relatively considered, Europe lost ground in 
favour of the other Continents, and more es- 
pecially of the Americas, which in 1929 pro- 
vided 30.73 per cent. of Italian imports and ab- 
sorbed 24 per cent. of Italian exports. On the 
eve of the second world war, Europe had par- 
tially reacquired the position she had held in 
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her foreign trade with Italy. Last of all, 1947 


has witnessed a profound alteration in the ra- 


tios of the several countries. During that year 
Europe, more or less ruined and in need of 
help, lost importance as a source of supplies. 


Taste Xill 


ITALIAN IMPORTS AND EXPORTS 
CLASSIFIED BY CONTINENTS 


Percentage figures 








impo rts | 


Exports 
Con TINENTS 








1881| 1929, 1938 1947, 1881] 1929 | x9 38| — 





Europe 


|86.70/53.16 64.0 |26.14 90.20|/58.21/66.55/54. a 
7-37| 5-17) 0.49) 8.63) 5.44,13.45 


| 
| 
| 
wd 


Asia 4.25] 9.46 

Africa (a) | 1.54] 4.26) 6.11] 7.58 

America | 7.51/30.73 20.55|57.72 

Australasie} ,.. | 2, 7 1.97] 3.39 
°| 


| 
} 
1.83 Soe « 9. 27, 


7.48|23.99\ 20.69/21. 22| 
0.73) 0.94 _— 











| 
| 
| 


Tutals 100 100] 100, 100] r00 sil 


(a) Exclusive of the Italian Colonies. 
Source: Elaborations by the Author. 


She only accounted for 26.14 per cent. of all 


Italian imports, as against 57.72 per cent. which 
is the American share (North and South Ame- 
rica); but these imports are more in the na- 


SHARE OF THE SEVERAL TERRITORIES 
IN ITALIAN FOREIGN TRADE 


IMPORT 


fs2Jeurope (Ml asia 
= america 


[J arrica 


GM ausTRALASIA 


ture of relief—as already stated—than of com- 
mercial transactions. On the other hand, Ita- 
ly’s exports still go for the most part to Europe 
(54-88 per cent. of all our exports); the Ame- 
ricas take 21.22 per cent., Asia 13.45 per cent. 
and Africa 9.27 per cent. (Table XIII). 
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Very important changes have also occurred 
as regards the distribution of our trade among 
the European countries. In 1881 France pro- 
vided 31.59 per cent. of all Italian imports and 
took 51.30 per cent. of our exports, whereas in 
1929 these figures had fallen respectively to 
18.07 and 15.26 per cent., and in 1938 they had 
shrunk to 3.61 and 6.12 per cent. of the totals. 

Great Britain’s share has also gradually de- 
clined to a marked degree. On the other hand 
the share accounted for by Germany had been 
growing steadily, and in 1939 her percentages 
stood at 26.7 per cent. for Italian imports and 
at 18.8 per cent. for Italian exports. 

In 1947 the European countries showing 
the largest values in Italy’s foreign trade were 
Switzerland (12.21 per cent. of all imports and 
19.20 per cent. of all exports), the United King- 
dom (respectively 8.69 and 19.20 per cent.), and 
France (respectively 5.45 and 4.87 per cent.). 

We will close this paragraph by a glance at 
the figures for the trade deficit per continents 
(Table XIV). Italy’s balance of foreign trade 
has always closed with a deficit, covered to a 
large extent by emigrant remittances and by 
foreign tourist expenditures in Italy. 
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1947. What we are interested in is to observe 
the situation of Italy’s commercial indebted. 
ness to the several continents. Until 1938 Eu. 
rope had always been Italy’s largest creditor 
for commodity supplies; but in 1947 the cre. 
ditor who ranks first is North America (84 
per cent. of Italy’s foreign trade deficit), Eyj- 
dently Europe is no longer able to fill that po- 
sition, while a not inconsiderable part of the 
indebtedness is held by Africa, Central and 
South America, and Australasia. In 1947 they 
supplied Italy with more than she was able to 
offset by her exports to those continents. 


7. - Characteristic Italian exports. 


Traditional Italian exports consist mainly 
of citrus fruit, fruit, wines, olive-oil, hemp, 
marble, sulphur. Table XIV shows a certain 


degree of steadiness in the volume of these ' 


goods exported from Italy over the long pe- 
riod we are considering. On the other hand 
for three of the principal items of our export 
trade, the fluctuations are very wide. They 
are those of the textile industries. The export 
















































BALANCE OF ITALIAN FORFIGN TRADE CLASSIFIED BY CONTINENTS Taste XIV 
Deficit in millions of lire (exclusive of gold and coins) 
1947 
2881 | "9e9 1938 (January-August) 
CONTINENTS 
Actual °% of total Actual °% of total Actual °% of total Acta °, of total| 
eer Figures | / Figures | / Figures Figures | ° 
| 
Europe a 79 54.29 | 2837 41.77 1745 57.31 1159 0.77 
SP a ae eer 5t | 34.64 683 10.06 379 12.45 | + 857 | 4 0.57 
a ee ee eee : @6 14 ees 142 | + 2.09 165 5.42 10293 | 6.80 
. | | 
North America. . . ... 12 | 8.19 | 2477 36.47 557 18.29 | 127138 84.02 
Central America i Ses 
South America. . . . . . . | s | 3.37 539 7.93 | 57 1.87 5709 3.77 
i, sy es ge we ik Sy 1. @8 | 4- 0.08 | 398 5.86 142 | 4.66 | 7879 | 5.21 
Total 146,3 100 6792 100 | 3045 100 | 451321 | 100 | 
| ! | | | 1 








N. B. - The mark + indicates a surplus, all the other figures are deficits. 


Source: Elaborations by the Author. 


The trade deficit, which amounted barely 
to 146 million lire in 1881, rose to 6,792 mil- 
lions in 1929, falling to 3,045 in 1938. It has 
risen, expressed in present depreciated lire, to 
151 milliard lire for the first eight months of 





of silk shows a marked decline; on the other 
hand, there has been a remarkable expansion 
in the exports of cotton yarns, and still more so 
in those of cotton fabrics and synthetic fibres 
and materials. 
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A rapid glance at the figures for 1946 and 
1947 show the serious disturbances caused by 
the war to Italian export trade. 

The products which have met with the 
greatest difficulties in recovering their tradi- 
tional pre-war positions have been olive-oil, silk 
and: sulphur. The figures for the exports of 
these commodities in the last two years are 
really trifling when compared to those for 1939, 
and are far below those for any other year 
during the period we are considering. There 
has also been a decline, though a less serious 
one, in the exports of citrus fruit, wines, hemp, 
cotton yarns and fabrics, and marble. 
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as transitory. Little by little, as the war years 
recede into the background, the structure of 
international exchange will tend to return to 
the pattern that had been forming as the result 
of a slow and systematic evolution in the pre- 
ceding period. The revival of the former con- 
ditions will not, however, be complete. For 
instance, we shall no longer have so large a 
current of imports from the United States as 
in 1946-1947, but we may expect instead a 
marked increase in the supplies from European 
countries, not however to the extent of two 
thirds of the total as in 1938, because the de- 
velopment of Italian trade with the American 


CHARACTERISTIC EXPORTS OF ITALIAN PRODUCTS 


(in thousands of metric tons) 





Wines 
& Ver- 
Fruit muth 


Citrus Dried 


1881 1885 


Cotton 
Fabrics 


Cotton 


alabaster 
and 

products 

| | ——_}|——_ |_| } 


Yarns 


0.1 0.4 2 28.4 


1886 1890 
1891 1895 


181.0 27.3 2032 
187.8 31.2 1929 
219.7 36.2 2172 


54.9 34.2 0.3 0.7 4.8 
52.4 38.4 0.8 3.0 | 5.3 
47.1 49.9 5.4 95 | 65 
306.2 40.4 1417 43.1 46.0 9.4 8.2 
369.6 51.0 1368 45.7 49.4 9.6 8.9 


1896 Ig00 
394.1 52.3 1430 34.1 46.4 7.0 
| 


IgoI 1905 
1906 Ig1Io 
IgII 1915 
1916 1920 
1921 1925 
1926 1930 





220.9 40.7 1246 7.7 39.6 4.2 
280.8 66.5 1330 32.5 45.5 5.3 
361.7 62.9 1003 36.0 53.0 5.8 
1931 1935 | 353.1 59.0 1082 36.5 36.9 3.3 
1936 1940 352.5 59.6 1585 20.5 27.2 2.1 
1946 84.9 1.9 12.8 
1947 (January-August’ | 138.7 1.9 6.5 








33-3 | 323 
17.7 | 324 











(a) in thousands of hl. Source: Official Italian Statistics of Foreign Trade. 


From 1946 to 1947 there has been some im- 
provement in the export of citrus-fruit and 
marbles. On the other hand, the situation has 
grown worse in the case of dried fruit, hemp, 


and above all silk. 


Continent had been long under way and can- 
not but continue as a result of several factors: 
(a) fewer possibilities for many years to come 
for the European countries to export food- 
stuffs and raw materials, i.e. the products of 
which Italy is in need; (b) the closer economic 
relations which have arisen between Italy and 
America in the wake of American relief sup- 
plied in the first post-war years; (c) United 
States loans, which will lead to larger imports 
of American goods, 

The development of Italian trade with 


8 - Trends and prospects. 


The deep alterations brought about in the 
currents of Italian foreign trade by the war 
should be considered to a considerable extent 


3 
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the European countries will be facilitated by 
the many commercial agreements recently 
signed or now being negotiated with many 
other countries. Special importance may be 
‘given to the customs’ union between Italy and 
France. So far it is only a first attempt at 
collaboration between the two countries, but it 
may gradually developed with the growth of 
the agreements for the immigration of Italian 
workers to France, with the improvement of 
transport facilities, the exchange of tourists, etc. 
It will thus be possible to secure a marked in- 
crease in the exchange of goods between Italy 
and France especially during the period which 
must elapse before Germany can resume the 
important place she occupied before the war. 
To some extent, the trade between Italy 
and Great Britain may also increase as soon as 
the British mines raise their output of coal 
and are in a position to supply it to Italy, who 
is now obliged to make her coal purchase in 
the United States incurring heavy expense for 
freights. In exchange, Great Britain will be 
able to supply herself with Italian citrus fruit, 
fresh fruit and dried fruit. 

The goods Italy will continue needing will 
be: (a) raw materials, among which coal, pe- 
troleum, petrol, industrial oils, lumber, hides 
and skins, cotton, wool, metals; (b) foodstuffs, 
more especially wheat, fats, meat, and sugar. 

Her exports will continue to consist mainly 
of citrus ‘fruit, fresh fruit, early vegetables, al- 
monds, essential oils, and manufactured goods 
of all kinds, from cotton, woollen and syn- 
thetic yarns and fabrics, to hats, footwear, mar- 
bles, machinery, vehicles, ships, scientific in- 
struments, chemical products, electrical appa- 
ratus. 

It will not be possible to reduce Italian im- 
ports below their pre-war level, and they will 
tend to increase with the growth of population 
and the need of reconstructing our technical- 
industrial equipment and our means of trans- 
port. It has been estimated that in the next 
few years imports will not be able to fall below 
a value of 1300 million dollars per year 
when we take into account the fact that im- 
ports of some manufactured goods which had 
been excluded by the previous autarkic policy 
will increase. 

Should imports increase rather than shrink, 


Nazionale del Lavoro 












as seems likely, it stands to reason that exports 
also must expand, especially as Italy for some 
years to come will not be able to count as much 
as in the past on other credit items such as 
emigrant remittances, the tourist trade, and 
the receipts from her merchant marine. 

The products of the soil will continue to 
supply a large quota of Italian exports, but they 
will not suffice to cover cost of imported pro- 
ducts. 

It has also been estimated that agricultural 
products will be able to cover not more than 
one quarter of the cost of our imports, i¢. 
some 300 million dollars. At the outside we 
shall be able to secure 200-250 million dollars 
from the tourist trade and emigrant remit 
tances. This would leave 700 million dollars, 
or more than half of the value of our imports, 
to be covered by the export of industrial pro- 
ducts. This figure represents a value almost 
double of that attained in the years preceding 
the war. But it is not unreasonable to hope to 
attain it, as the tendency to a steady growth 
of exports of industrial products was, as we 
have seen, the characteristic feature of Italian 
foreign trade. 

The factors favourable to the export of such 
Italian products may be summed up as fol- 
lows: (a) the Italian industrial potential has 
come out of the war without excessive losses; 
it should be borne in mind that the plants, 
machinery, etc., are for some industrial bran- 
ches of fairly recent date as compared to 
those of other European countries, and there- 
fore are not antiquated and worn out; (b) two 
great markets, those of Japan and Germany, 
which in 1939 accounted for 13 per cent. of 
world exports, will for some years to come be 
unable to compete; (c) many countries are still 
suffering from a shortage of consumption goods 
and capital goods, worn out, or destroyed, or 
not renewed during the war years; (d) several 
non-European countries, more especially those 

of South America, India, and Africa, have 
accumulated considerable reserves of sound for- 
eign exchange, providing them with a conspi- 
cuous purchasing power; (e) abundant man- 
power available at moderate wage-rates. 

On the other hand, account must be taken 
of some negative factors: (a) the disappearance 
for the present, and probably for many years to 
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come, of so important a market as Germany 
which before the war absorbed 20 ° of Italian 
exports (largely consisting however of fresh 
fruits and vegetables); (b) the loss of her colo- 
nies which also absorbed a great mass of Italian 
industrial products; (c) the fact that many 
countries have emerged from the war so im- 
verished that they cannot make large pur- 
chases; (d) the low per unit yield of the Italian 
worker as compared to those of other countries, 
y due to defects in the organisation of the 
work and the equipment of the factories, and 
partly to poor food and social disorders; (e) the 
great productive potential of other countries, 
more especially of the United States, Canada, 
and Great Britain, who all display a great need 
of expanding their export trade, either (as in 
the case of the United States and Canada) to 
preserve their high income and the standard 
of living reached in the last few years, or (as 
in the case of Great Britain) in order to import 
the great quantities of raw materials and food- 
stuffs essential for them. 


9. - Industrialisation of " new" countries. 


A problem deserving special consideration 
is that of the reactions the recent and rapid 
urge towards industrialisation now felt in 
many countries of East Europe ond more espe- 
cially in Central and South America, India, 
Australia and Africa, may have on countries 
whose industrial development in of old date. 

In our opinion, this industrial development 
in new areas will not be able to stop the deve- 
lopment and still less to throw back the ex- 
port of finished products from other countries, 
among which Italy. Recent experience has 
shown that there is solidarity and a comple- 
mentary character in the expansion of interna- 
tional trade in finished products. The great 
industrialisation of Canada and of Central and 
South American countries has certainly not 
been prejudicial to the export of the manufac- 
tured goods of the United States; and the same 


239 


thing can be said of British exports to India, 
South Africa, Australia, and Canada. Italy 
also has been able to continue and develop 
her imports of manufactured goods while in- 
creasing enormously her own output in all 
branches of industry, and she has the same 
time greatly increased, as shown in the pre- 
vious paragraphs, her exports of all kinds of 
finished goods. 

What we must expect is not a reduction of 
exports of finished products, but an alteration 
in trade currents. It will be determined by 
needs of two kinds. In the first place, the pro- 
cess of industrialising new areas leads to a de- 
mand for machinery, electrical requisites, ve- 
hicles, chemical plants, installations of various 
descriptions, etc., thus favouring the export of 
instrumental goods, the products of the heavy 
industries, scientific appliances and instruments 
for research work, etc., from the countries with 
a more advanced industrial development. 

In the second place, the industrialisation of 
new districts will bring with it, as has hap- 
pened in the case of the other countries, an 
improvement in the standard of living, higher 
incomes and larger purchasing power, which 
finds expression in a heavier demand for con- 
sumption goods of ever finer quality. Radio 
sets, electric fans, automobiles, fashionable fa- 
brics and clothing, books, films, artistic goods 
will be in increasing demand. 

Italian industry should take these factors 
into account so as to adjust itself to new needs. 
It should therefore encourage the development 
of the industries producing machinery and 
instrumental goods. In the case of consump- 
tion goods, preference should be given to those 
of fine quality, to choice varieties, articles of 
elegance and fashion and of artistic merit. It 
is, moreover, in these lines of production that 
Italian labour is best able to display its gifts of 
originality and taste. They also offer the ad- 
vantage of requiring a larger number of hours 
of work and therefore afford more employment 
to the abundant labour forces available in Italy. 
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by 


OSCAR SINIGAGLIA 


1. — The iron and steel industry has the 
task of supplying all the other industries, some 
of which—particularly the shipbuilding, me- 
chanical and electro-technical industries—must 
be enabled to export part of their output, 
which means that they must be able to count 
on supplies of steel products at prices that 
make it possible for them to compete with 
other producing countries on the international 
export market. 

At the present moment there -is such a scar- 
city of steel products that there is urgent de- 
mand for them all over the world, so that prices 
have ceased to be of importance and both 
steel material and machinery can frequently 
be sold at twice the competitive price merely 
because they are ready for prompt delivery. 
Today for many mechanical products delivery 
can only be promised after two, three and even 
five years. 

It is not anticipated that there will be any 
radical change in the market for iron and steel 
and mechanical products for several years, since 
the great demand for these materials through- 
out the world can hardly be satisfied sooner. 
It may even be that the various countries will 
reach such a degree of economic and financial 
prosperity, as a result of an increase in com- 
mercial and industrial activity, that consum- 
ption will be stabilised at a higher level than 
it is at present. 

There is no doubt, however, that, sooner or 
later, steel output will return to normality and 
there may even be a slump resulting in a 
heavy fall in prices. 

The costs of production in the Italian 
steel industry are high to-day compared with 
those of other countries and must be rapidly 
reduced if Italy wishes to be ready when this 
change in the market takes place. 

We have probably got several years in 


which to achieve this aim, but if we are to 
succeed the problem must be faced without 
delay and action must be taken as decisively 
and swiftly as possible, for several years will 
be needed to complete the industrial re-equip- 
ment, rationalisation and radical changes in 
organisation. This is of the greatest impor- 
tance if one considers that all industrial coun- 
tries are bringing their steel industries more 
or less radically up to date. In addition, se- 
veral countries, which so far depended on for- 
eign imports of steel products, are contem- 
plating setting up an iron and steel industry 
of their own—even if only on a small scale— 
to exploit local resources, even if only in the 
form of scrap, which was formerly sent to the 
steel works of other countries. 


2. — In Italy, steel products have always 
been expensive, as our country has little iron 
and no coal that is suitable for the steel industry, 
but above all because the structure and the 
working of our plants has never been on a 
rational basis. 

In the past, very little was actually done by 
our industries to reduce costs and bring them 
down to the level of other countries, though 
this would have been possible despite the short- 
age of raw materials. There is no reason why 
this shortage should be a systematic cause of 
economic inferiority for our steel industry, since 
the iron-ore mines in North Africa, which are 
Italy’s natural supply source, are much nearer 
to the integrated plants on the Tyrrhenean coast 
than, for instance, the Lake Superior mines 
are to the main steel producing centres in the 
United States. As for the lack of local fuel, 
which compels us to import coal from Great 
Britain and the Ruhr, this is offset by the 
greater value of the coke by-products. 

The trouble is that most of our plants are 
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old and many, which should have been done 
away with, have to go on working, since other- 
wise, owing to war damage, our output would 
be insufficient- 

In 1938, the Finsider Group started to solve 
the problem of Italy’s iron and steel produc- 
tion by converting the Bagnoli and Piombino 
plants and building the Cornigliano works, 
which were the best in Europe. Unfortunate- 
ly, it was precisely these most up-to-date plants 
that were destroyed, not so much by the war 
itself as by the Germans who carried off all 
the newest machinery, obviously in order to 
deprive the Italian stee] industry of its best 
equipment so that it would be unable to stand 
in the way of Germany’s dream of economic 
dominion over our country. 

In 1942 the productive capacity of the Ital- 
ian iron and steel industry, including that of 
the new plants, which were by then practically 
completed, was the following, in metric tons 
per year: 

Other Total 


Companies 


Finsider 


Group 


Pig-iron 1,400,000 400,000 _—_1.800,000 


Steel : 
converter 
Martin furnace 
electric furnace 


1,060,000 


1,345,000 
265,000 


140,000 


955,000 
835,000 


1,200,000 
2,300,000 
1,100,000 
2,670,000 


1,930,000 


4,600,000 


Rolled steel 1,700,000 1,700,000 — 3,400,000 


As will be seen from the above table, the 
plants of the Finsider Group, which include 
the following companies: Ilva, Terni, Dal- 
mine and Siac, accounted for 78 per cent. of 
the total Italian pig-iron output, 58 per cent. of 
the total steel output and 50 per cent. of the 
total rolled-steel output. 

The other steel groups having a productive 
capacity for raw steel of over 100,000 tons a 
year, are the following, in order of import- 
ance: Falck, Fiat, Cogne, Breda, Magona and 
Redaelli, besides which there are a few score 
with a smaller capacity. 

As a result of the war damage that has still 
to be repaired, Italy’s present productive capa- 
city is about 750,000 tons of pig-iron a year, 
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3,900,000 tons of raw steel and 3,340,000 tons 
of rolled-steel. 

Before the war, the man-power employed 
by the steel industry was estimated at about 
70-80,000 workers; this figure has scarcely 
changed to-day and would be sufficient to car- 
ry out the maximum and most up-to-date pro- 
duction envisaged by the new plans. 

At the present time, the function of the 
whole Italian iron and steel industry is parti- 
cularly difficult owing to the scarcity and irre- 
gularity of supplies, the deficiency of electric 
power, workers’ strikes and a consequent low 
productivity of the manpower employed. 

The fact that no worker may be dismissed, 
that ex-servicemen and deported persons who 
have been repatriated, as well as men disabled 
by the war, have to be given jobs in the facto- 
ries, in compliance with a number of Jaws and 
as a result of the local pressure exercised by 
the Labour Exchanges, the Prefects and various 
organisations, has filled the factories with in- 
capable workers and has considerably reduced 
the productivity of the workers. 

All these factors cannot but affect the cost 
of production, giving rise to problems on the 
solution of which the future of the iron and 
steel industry depends. 

In any case, the ultimate solution of the 
problems facing this industry is closely connec- 
ted with a general plan of reconstruction and 
modernisation reflected in the Marshall Plan, 
which can be fully carried out in a period of 
four to five years. The Finsider Group will 
play a most important part in this plan, as it 
owns all the integrated plants on which the 
modern mass production of our national in- 


dustry will be based. 


3. — The steel production plan submitted 
by Italy to the Committee of Co-operation of 
the Conference of European Economic Co-oper- 
ation set up in July 1947 to prepare a Report 
for the ERP had to meet this precise question : 
what is the maximum production in each sector 
of the iron and steel industry, on the assump- 
tion that all raw materials, fuel, machinery and 
financial requirements are guaranteed? 

The Italian reply was accompanied by a 
general explanatory note which we give here 


in full: 
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try, whose resources are not such as to provide 
for its inhabitants a standard of living that can 
bear comparison with that of other richer Eu- 
ropean countries. In accordance with the new 
international political situation, the sqlution to 
this problem will have to be found principally 
in emigration to countries where manpower is 
scarce, Given the present conditions in Italy, 
however, it would be foolish to expect emigra- 
tion alone to solve this problem finally. Con- 
sequently it is indispensable for Italy to exploit 
all her resources with the greatest care. Regard- 
ing Italy’s agricultural resources, geographical 
conditions unfortunately form unsurmountable 
barriers which certainly do not help to improve 
our country’s precarious situation. Our only 
hope, therefore, lies in a greater degree of in- 
dustrialisation, bearing in mind that, in view 
of our surplus manpower and our limited local 
resources of raw materials and ‘fuel, this indus- 
trialisation will have to be based principally on 
the processing of imported raw materials. 

A typical case is our iron and steel in- 
dustry, which has always been, and will pre- 
sumably continue to be, largely dependent on 
foreign countries, especially for the proper 
kind of fuel which is completely lacking in our 
country and also for ferrous raw materials 
such as minerals and scrap. These conditions 
make it impossible for Italy to develop a steel 
industry comparable with those of other Eu- 


ITEMS 


Banca Nazionale del Lavoro 


” Italy is a very much over-populated coun- 


IRON ORE AND MANGANESE ORE (a) 
(in thousands of metric tons) 


1946 





ropean countries; there is no reason, however, 
why she should not have a small and economic 
steel industry as eminent Italian and foreign 
experts have repeatedly recognised. The exis. 
tence of this small steel industry, moreover, 
may be considered indispensable in order to 
achieve an economic balance, as stated above. 

It is obvious from the following figures for 
iron consumption per head in the mixed agri- 
cultural and industrial economy of 1938, that 
there is room for a greater industrialisation in 
Italy: 


Italy 59-7 kilograms per head per year 
France 123.2 » » » »Yy » 
U.S.A, 221.5 » » » » » 
U. K. 277.3 » >»: » » » 
Germany 311.0 » » » » » 


These figures show clearly that, if a Ev. 
ropean economic unit is to come into being, 
with a high standard of living for the peoples 
of all the countries composing it, Italy must 
make every possible effort to attain a higher 
degree of industrialisation in as short a time 
as possible, developing the very promising pos- 
sibilities of her mechanical industry. It is 
equally obvious that a sound mechanical in- 
dustry cannot prosper without the co-operation 
of an adequate iron and steel industry closely 
connected with it». 


Tables I, II and III give the figures for the 
production, consumption, imports and exports 













Taste | 





Years 





1947 1948 1949 


A. Iron Ore: 


Quantity available from home pro- 
duction (b) . — 
Home consumption (loaded tons) (b) 


Imports (c) 


1250 
1602 


115 
II5 


B. Manganese Ore: 


Quantity available from home pro- 


duction (d) a4 64 ? 
Home consumption (loaded tons) . 122 ? 
Imports (e) 58 ? 







275 
275 


(a) For 1947 and the years following, the figure are estimates only; (b) Iron content 50% for the ore and 56 % 
pyrite ashes, home production; {c) From the Mediterranean basin; (d) 20 % of Manganese; (e) 50 °% of Manganese. 
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Taste Il 


(in thousands of metric tons) 











A. Pig Iron and Spiegels: 
Output . 
Consumption : 
a) for steel manufacture 


6) for other purposes . . . . Pug 


c) Total (@)+ (4) 
Imports 


. Ferro-Manganese : 


Output (b) 

Consumption : 
a) for steel manufacture 
6) for other purposes 
c) Total (@)+(4) . 


| 
. Scrap for Blast Furnaces and Steel 
works : 
Domestic supply: 
a) Steel works scrap. . . . , 
6) Other scrap of local origin 
c) Total home production (a) + 
Se ie er 
Consumption : 
a) Blast furnaces. . . . . . o 
| 


5) Steel plants 1801 





Imports . 627 


Years 


1946 1947 1948 1949 1950 























(a) For 1947 and the years following, the figures are estimates only. 


(b) Including: Fe-Si-Mn. 


N. B. - For two years before the war imports of scrap exceeded the figure of goo,000 tons a year. 


of the main raw materials and semi-finished 
steel products as they are given in the answers 
to the Marshall Plan questionnaire, for the year 
1938 and for the years from 1945 to 1951 and 
* after’? — this latter heading applies to an 
indeterminate period when the maximum level 
of home production and consumption shall be 
attained. 

The outstanding feature of this Plan is that 
arise in steel consumption is anticipated in the 
future, from 2.35 million tons of raw steel in 
1938 to 3.2 million tons in 1948 and 4.3 mil- 
lion tons in 1951. 

As will be seen from Table III, this con- 
sumption should be covered in part by home 
steel production, which will rise progressively 
from 2.5 million tons in 1948 to 3 million tons 
in 1951, and in part by imports of semi- 


finished steel which should reach a maximum 
of 1,300,000 tons in 195I- 

Exports should rise progressively from 150 
thousand tons in 1948 to 225,000 tons in 1951. 

From a technical standpoint, Tables I and 
II stress the progressive conversion of the pro- 
ductive system; there is a considerable increase 
in imports of rich iron ores from the Mediter- 
ranean basin and a far smaller increase in 
imports of scrap iron, of which there will 
continue to be a world-wide shortage for many 
years to come. 

A study of the quantities of raw steel pro- 
duced by the various methods of manufacture 
(see Table III) shows clearly the great increase 
in steel produced with liquid charge system. 

The need for converting steel production 
systems had already been recognised before the 














war, for our industry had anticipated the dif- 
ficulty both of obtaining supplies of ferrous 
raw materials, mainly through imports of 
scrap, and of being able by this means to 
reduce costs so as to ensure production at inter- 
national prices, at least in regard to mass pro- 
ducts. 

During the years immediately before the 
war, therefore, the conversion of two integrated 
plants was started and almost completed, and 
a third brand—new integrated plant was built. 
These works were to be followed by the moder- 
nising of the plants for processing steel into 
semi-finished steel and finished mass products 
and into flat steel products, these being the 
least efficient production sectors, equipped with 
the most out—of—date machinery. 

The war not only put an end to this pro- 
gramme but destroyed just the most up-to- 
date plants fitted with blast furnaces. 

The Marshall Plan provides for the recon- 
struction of the plants that were damaged or 
looted by the Germans (43,000 tons of machi- 
















1945 





A. Crude Steel: 

Home production: 
a) Cements 2 ws tl 66 21 
/) Martin furnaces . . . . .. 1684 123 
c) Electric furnaces. . . . . 578 251 
d) Total (@)+()+() . . . . 2328 395 

Imports : 
a) Ingots . . . o ? 
5) Semi-finished onl (expressed 

as crude steel). . . ae 17 ? 

c) Total imports (@)+(4). . . 17 ? 





Home consumption of crude steel 
and of semi-finished steel for 
further processing 


2345 ? 
B. Finished Steel: 
Home production : 
a) from crude steel] . . . . 1672 288 
6) directly from scrap (b) . . 76 S 
¢) Total (@)+() . 1748 293 
Home consumption. . . . . . 1840 ? 
MS a co ee oe Soe 268 ? 
Exports . 76 ? 






(b) Ferro-pacchetto. 


STEEL (a) 
(in thousands of metric tons) 


(a) For 1947 and the years following, the figures are estimates only. 








244 Banca Nazionale del Lavoro 


nery were carried off from Cornigliano, of 
which about 30,000 have recently been located 
in various parts of Germany), and the complete 
fulfilment of the original programme, with 
such improvements as are called for by scien. 
tific progress. Further, provision is made for 
the development of plants for secondary steel 
processing; this development will be in keep. 
ing with greater consumption requirements 
and, particularly, with the need to find work 
for the manpower employed by the iron and 
steel industry, which will become available as 
the various plants are rationalised. 

The necessity of placing the Italian iron 
and steel industry on the basis of a reasonable 
proportion of integrated production was fully 
recognised during the conversations which took 
place at the Conference of European Economic 
Co-operation, when it was clearly seen that in 
view of the deficiency of scrap it would be 
necessary for all steel industries to count only 
on the natural proportion of scrap from their 
own zone of economic influence. 
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Italy, as has been already stated, will al- 
ways depend on foreign countries for a con- 
siderable quantity of scrap-iron and semifin- 
ished steel. However, with the domestic output 
of crude steel now planned, at least the basic 
needs of our other principal industries will be 
ensured, particularly those of the ship-building, 
mechanical and electrical industries, which 
must be able to count on a domestic steel in- 
dustry capable of supplying them with steel at 
a moderate price, so that they in turn may ex- 
port at international prices. 


4. — If our steel industry is to be esta- 
blished on a proper basis, two problems of fun- 
damental importance have to be solved: first, 
to obtain the necessary coal at a reasonable 
price; second, to obtain the loans necessary for 
the rehabilitation and modernisation of the 
above-mentioned plants. 

Before the war, Italy imaported coal from 
the Ruhr and from Great Britain at European 
market prices, so that she had merely to bear 
the extra burden—as compared with other more 
favoured countries—of the extra transport from 
the mining areas to Italy. Our steel industry 
can bear this burden as it can compensate for 
it by other advantages: the quality of the coal 
which, since it has all to be imported, can be 
selected so as to be the most suitable type for 
each specific use, and the higher value of the 
by-products obtained from the coal distillation, 
which would otherwise have to be imported 
as well. 

To this should be added the low consump- 
tion of coke in our blast furnaces, resulting from 
the excellent quality of the minerals available 
at a relatively short distance from the centres 
where it is used in our integrated plants, and 
also the lower cost of labour in general. 

At the present moment, however, most of 
our coal is imported from the U.S.A. at high 
prices which reflect the long distance it has to 
be transported. Such coal as comes from Eu- 
fope is supplied not at the European price, but 
at approximately the American price. 

Obviously coal supplies at the actual prices 
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of the European market are essential if the Ital- 
ian steel industry is to compete with foreign 
steel industries, once the plants are rehabili- 
tated and the productivity of the manpower 
returns to normal. 

It appears that from next June onward it 
will be possible to obtain coal supplies from 
Great Britain once more. But the fundamen- 
tal Italian problem, not only for the steel in- 
dustry but for all our industrial production, 
remains that of obtaining large supplies of coal 
from the Ruhr. This is an essential point in 
our economic life, as German coal can be paid 
for with our vegetable and fruit produce and, 
therefore, would not be an extra burden on 
our extremely critical foreign exchange situa- 
tion. 

With regard to the loans necessary for the 
rehabilitation plan of the Italian steel industry, 
and taking into account what has already been 
done and the loans already assured, we cons- 
ider that the remaining sum required would 
be about 50-60 billion lire. This figure, which 
corresponds approximately to the total war 
damage suffered by Italian steel works, is not 
enormous if considered in relation to the im- 
portance of this industrial sector. Further, the 
fairly rapid repayment of these loans is amply 
ensured by the sinking funds the concerns are 
able to put up- 

It must be remarked that the present deep 
depression of the Italian Stock Exchange ren- 
ders inadvisable the issue of new shares and 
capital increase transactions, However, the sit- 
uation is bound to change and there is no doubt 
that a suitable revision of the laws now in force 
would contribute in considerable measure to 
an upward trend in the Stock Exchange market. 

In any case, unti] the end of this undoub- 
tedly transitory situation, whose duration is hard 
to determine, the remaining loans will have to 
be obtained from other sources, chief among 
which might be the allocation to the iron and 
steel industry of part of the funds the Govern- 
ment will have at its disposal, as a result of 
the dollar assistance provided by ” Interim 
Aid” and the Marshall Plan. 





Six Months of Italian Economic Policy 


by 


LUIGI FEDERICI 


1. — It is always difficult to pass judgment 
upon an economic policy which is still in 
course of evolution. Apart from other con- 
siderations, such a judgment must be based 
upon a variable complex of observed facts 
which do not always show much logical co- 
herence. I consider it essential to make this 
reserve from the outset, when discussing the 
present economic policy of the Italian Govern- 
ment, since I do not know whether it will have 
further developments. Therefore, I shall con- 
fine my attention to certain particular aspects 
of this policy which, in my opinion, are in con- 
tradiction with one another. 

Until the middle of last November, this 
policy might have been referred to as ” the 
Einaudi and Del Vecchio policy ”, as in its ap- 
proach to the problems of the money market, 
it clearly reflected the mentality of profes- 
sional economists, as are Professor Einaudi, 
Vice-President of the Council of Ministers and 
Minister of the Budget, and Professor Del Vec- 
chio, Minister of the Treasury (1). But the 


(1) It is scarcely necessary to recall the eminent services 
rendered to the science of economics by the present Ministers 
of the Budget and of the Treasury. Professor Lutcr Ernauvi 
is well known not only for his distinguished contributions to 
economics and public finance, as well as to economic history, 
but also for his instructive and valuable articles on current 
economic problems, which appeared first in the Stampa at 
Turin (1890-1900) and then in the Corriere della Sera (from 
1900 to Nov. 18, 1925). During the Fascist period, he continued 
to write only in the Riforma Sociale, later suppressed, and in 
the Rivista di Storia Economica, of which he was Editor. His 
clear and convincing style made his writings very popular in 
Italy, so that even the Annual Reports he has presented since 
1945 as Governor of the Bank of Italy attract much attention 
and are in great request. 

Professor Gustavo Det Veccuio was Joint Editor of the 
Giornale degli Economisti until he had to resign as a result of 
the racial laws introduced in 1938. He has published nu- 
merous original works on genera] economic problems, especially 
in connection with currency and rates of discount. His book 


measures adopted at the end of November con- 
cerning public finance and foreign exchange 
are such as to generate strong suspicions con- 
cerning the real paternity of the Government's 
latest economic orientation (2). For this reason 
I prefer to call this recent phase ” the economic 
policy of the Government”, stressing the fact 
that responsibility for it is shared by all the 
Ministers. 

It is thus evident that an analysis of the 
purposes and characteristics of Italian economic 
policy during the second half of 1947 is not 
an easy task, I fail to discover in this policy 
any clearly defined rational purpose; it strikes 
me rather as being incoherent and embodying 
contradictory economic directives. Accord- 
ingly, in the following pages I shall deal first 
with the ’ economic policy of Einaudi and 
Del Vecchio” (which, for the sake of brevity, 
will be referred to as ” the policy of Einaudi ”) 
and then pass to the Government’s more recent 
economic policy, explaining why I consider the 
policy pursued in this second phase liable to 
hamper the success of the policy that preceded it. 


2. — The economic policy of Einaudi as 
sumed technically the form of a credit policy; 
it was put into effect by new regulations con- 
cerning reserve requirements, which were im- 
posed upon the Italian banking institutions as 
from September 30, 1947 (3). 


Die Geldtheorie (Tibingen, 1931) won international recogni- 
tion, (Editor’s note). 

(2) In this connection (concerning fiscal provisions and ¢x- 
change regulations) see paragraphs 11 and 12 of the present 
study. 

(3) The legislation which has now been repealed dates 
from 1926, when the banks were required, in order to protect 
depositors, to pay into special accounts with the Bank of Italy 
the whole of the deposits received by them in excess of 20 
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There is no need to enter here into a detail- 
ed examination of these regulations; still less 
is it worth our while to consider whether the 
new regulations are more or less stringent 
than the old ones. During the last few months 
these questions have given rise to sharp con- 
troversy. But I think that everyone will re- 
cognize that even though the percentage of 
deposits to be paid to reserve accounts with 
the Bank of Italy or the Treasury under the 
new regulations as of September 30, 1947, are 
lower than those laid down in the old regula- 
tions, in practice the new system proves far 
more restrictive for the banks. And this for 
two reasons. First, the old rules were not gen- 
erally observed by the banks; they were forced 
to realise part of their investments before the 
end of last September so as to secure the balance 
of cash they still needed to bring the reserve 
requirements up to the fixed proportions. Se- 
condly, all the banks were now obliged, when 
conducting operations, to pay much greater at- 
tention than formerly to their state of imme- 
diate liquidity, that is, to the relation between 
cash and deposit liabilities. Because, under the 
present regulations, if the cash is diminished 
by 100 lire through the withdrawal of a depos- 
it for this amount, the bank concerned, hav- 
ing to keep intact the fixed proportion between 
deposits and reserves, can no longer make up 
its loss of cash by drawing 100 lire from its 
reserve with the Bank of Italy, but can only 
withdraw from the reserve a sum which, ac- 
cording to circumstances, may amount to 15, 
20, 25 or 40 lire. 

Thus pressed from both sides, the Italian 
banking system, instead of merely refusing to 
extend advances, was forced to an outright con- 
traction of credit and a complete overhaul of 
its whole credit policy. This, indeed, was inev- 
itable and most welcome, since, if any exten- 


times their net assets. In February 1946 this proportion was 
raised, owing to the devaluation of the lira, from 1 to 30. 

Under the new regulations, the tanks are now obliged to 
pay into special accounts with the Bank of Italy: 

a) on deposits received up to Sept. 30, 1947, 20 per 
cent. of the amount in excess of ten times their net assets 
(apital plus reserves). The amount thus tied up must not, 
however, exceed 15 per cent. of the total deposits; 

b) as from October 1, 1947, 40 per cent. of any further 


increase in deposits. The amount thus tied up must not ex- 
ced 25 per cent. of the total deposits. 
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sion of advances has now to be confined within 
narrower limits, the advances should be distri- 
buted with much greater care, bearing in mind 
the depressing effects the new credit policy is 
bound to have on the movement of prices and 
on business activity. Indeed, up till last Au- 
gust (and especially till last spring) the banks 
were very liberal in granting credit, with the 
unfortunate result of encouraging among the 
entrepreneurs the extension of practices result- 
ing from the abundance of paper money and 
the abnormal political and economic condi- 
tions, which led to a far-reaching distortion of 
the financial structure of Italian business. 

This brings us to the substance of the pro- 
blem, i.¢., to the examination of the objects of 
Einaudi’s policy. 


3. — According to the statements made by 
Professor Einaudi himself, the policy of credit 
control was inspired by the necessity of im- 
posing greater circumspection upon the bank- 
ing system, which in 1946 invested almost the 
whole of the new deposits received (252,000 
million lire out of a total of 273,000 million), 
and during the first seven months of 1947 ac- 
tually disposed of a sum (219,000 million lire) 
in excess of the deposits received during the 
same period (188,000 million lire). The Mi- 
nister had repeatedly called attention to the 
danger of these practices and there is no doubt 
he was seriously concerned to protect the 
depositors and, naturally, the banks them- 
selves (4). 

In any case, the prevention of a banking 
crisis and of the numerous failures which 
would inevitably follow in Italy, may be con- 
sidered as the main object of Einaudi’s policy 
only on the assumption that, in the event of a 
run on the banks, the latter would be aban- 
doned to their fate, at least beyond certain 
limits of assistance, as happened after the First 
World War when the Banca Italiana di Sconto 
was allowed to crash. Except on the assump- 


(4) Sometimes the Minister of the Budget expressed his con- 
cern in very strong terms: «I will permit myself to describe 
as insane and criminal a banker who invests 100 per cent. of 
his deposits; as reckless, one who invests 90 per cent.; as im- 
prudent, one who invests 80 per cent.; and as just on the 
margin of prudence one who invests 70 per cent. ». (From the 
statement of Prof. Einaudi at Turin, 9 November, 1947). 
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tion that the Government would definitely take 
no interest in the fate of the credit institutions, 
the objective of preventing the banks from in- 
volving themselves in a critical situation should 
be considered as of secondary importance com- 
pared with the wider and more general objec- 
tive of preventing a further expansion of the 
inflated currency to meet the liquidity needs 
of the banks. 

Professor Einaudi did not explain on which 
hypothesis—abstention or intervention of the 
Treasury in case of a banking crisis—he based 
his determination to impose prudence upon the 
bankers. Hence, we cannot judge with cer- 
tainty the real objects of his policy in respect 
of the banks. It is probable, however, that the 
Minister acted on the second hypothesis, having 
considered what is and what is not practicable 
in a country which has just emerged from 
a ruinous war, is passing through a phase of 
acute social conflict, and has not for many 
years had any really serious business failure 
(such cases having been carefully prevented as 
part of a costly policy of false national prestige). 
I am therefore inclined to think that his policy 
was determined by considerations of prudent 
currency management. 


4. — But I cannot help having some doubts 
as to whether the objective just discussed really 
formed the essential purpose of the Einaudi 
policy. Despite the insistence with which the 
Minister himself repeatedly stressed this point 
in his public statements, it seems to me that, 
although it may have great intrinsic import- 
ance, this objective is too modest and too li- 
mited in scope compared with the magnitude 
of the problems Italy is now called upon to 
face. Moreover, such an objective had no par- 
ticular character of urgency, as a panic and a 
run on the banks, causing a liquidity crisis, is 
impossible while the country is still in the in- 
flationary phase. The fear aroused in Profes- 
sor Einaudi by the rapid expansion of bank 
credits appear to me sufficient to justify the 
energetic intervention which actually took 
place only if they are considered primarily 
from the point of view of their effects upon 
the monetary situation. In other words, a 
more convincing objective for Einaudi’s eco- 
nomic policy could be found in the reduction 


or the stabilization of the total quantity of the 
means of payment available for the market (5). 


5. — It is clear that this object is not at all 
” neutral” in regard to the level and the trend 
of prices on a market in an advanced state of 
inflation. 

First, when inflation has reached a certain 
point, prices rise, other things being equal, not 
only as a result of the impulses they receive at 
each successive increase in the volume of cur. 
rency, but also under the expectation of further 
increases in the near future. Therefore, if the 
situation changes so as to eliminate this expec- 
tation, the first reaction is the disappearance of 
the impulse ex-ante to the rise in prices; after 
which there takes place an adjustment ex-post 
of the price level to the monetary situation, 
the extent of such adjustment being deter- 
mined by the degree to which prices had risen 
in anticipation of future currency inflation 
which failed to materialize. 

Secondly, always starting from a certain 
level of inflation, business activity becomes 
hyper-normal and the structure of production 
undergoes some modification. The volume of 
business is swollen by the addition of many spe- 
culative transactions and the average duration 
of the productive cycle is extended. This re- 
sults in immobilizing capital resources and, 
therefore, in calling for increased supplies of 
money. This development is cumulative and 
anticipatory in character, in the sense that dur- 
ing each successive phase of inflation a fresh 
quota of funds is immobilised in anticipation 
of a future rise in prices. When the volume 
of money in circulation ceases to increase, the 
available amount becomes ipso facto insuff- 
cient to meet the needs of the market. There 
follows a liquidity crisis which brings about a 
more intense and inelastic offer of commodities, 
with a consequent fall in prices. 


(5) The volume of circulation increased, during the year 
1947, to the following extent (the figures in brackets represent 
index numbers, the figures at the beginning of 1946 serving as 
base): 

Bank deposits 


698,000 million 


Legal tender 


Beginning of 1946 503,000 million 


lire (100) lire (100) 
End of 1947 787,000 million 1,000,000 million 
lire (156) lire (143) * 


* Provisional. 





ans e- hUceelUmceeelC KK !lC KO lC OO OCOlC CellC CO 





Six Months of Italian Economic Policy 


The Einaudi policy was, therefore, quite 
capable not only of checking, but even of re- 
versing, the upward trend of prices: all the 
more so under the conditions prevailing in 
Italy at the time. Indeed, the Italian market, 
at least up to September 1947, was particularly 
liable to develop an eventual crisis due to lack 
of liquid assets as a result of the widespread 
use among the majority of industrialists and 
merchants of practices designed to preserve 
their working capital from the risks of a de- 
reciation of the lira and, at the same time, to 
enable them to realise speculative profits from 
inflation. 

With a view to the first of these aims, the 
entrepreneurs invested as large a part as they 
could of the capital of their businesses in ” real 
values’, including buildings, machinery, raw 
materials, finished products, shares in joint- 
stock companies, foreign currencies, and so on. 
As a result, while part of the working capital 
was diverted from its original use to an ab- 
normal purpose (purchase of securities or for- 
eign exchange), another part was so used as to 
cause far-reaching modifications in the normal 
proportion between fixed and working capital 
in the enterprises. This led industry in general 
to develop a financial structure which, owing 
to the prevalence of fixed capital, was more 
highly capitalized than the economic possibili- 
ties of the country can permit. 

As for the speculative aim, Italian business- 
men greatly extended their operations so as to 
have as large a share as possible of the mone- 
tary profits deriving from the rise in prices. 
But as the capital thus immobilized, or divert- 
ed to abnormal uses, was not simultaneously 
available for financing even the normal vol- 
ume of business, industrialists and merchants 
were forced to have recourse to bank credits 
to an unprecedented extent, in the form either 
of normal working advances or of loans on se- 
curities or against merchandise. 


6. — The above naturally represents only a 
general outline of the financial conditions of 
Italian business at the end of the summer of 
1947. Yet, on the whole, the conditions were 
as described above, for the reasons given, so 
that the situation of the market was very strain- 
ed and its equilibrium so precarious as to ren- 
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der it highly sensitive to the depressive in- 
fluence exercised upon commodity prices by 
the Einaudi policy. And, indeed, as the Ital- 
ian banks proceeded to revise the principles 
and the scale of their credit policy, holders of 
securities, of merchandise stocks, of foreign ex- 
change or of precious metals, who were in- 
debted to the banks or dependent on them for 
the financing of their business, were compelled 
to liquidate more or less hastily (more inelastic 
supply) either the whole or part (more intense 
supply) of these investments. This caused a 
marked reduction in the prices of commodities, 
stocks, etc., during the last quarter of 1947, but 
caused also strong and widespread resentment 
against the policy of Einaudi (6). 

This policy was bound to prove unpopular. 
Yet I am certain that it is essentially sound, 
and I venture to think that, quite apart from 
the ideological positions of the various political 
parties, this would have been the economic 
policy of any other Government which serious- 
ly wanted to save the currency, given the cir- 
cumstances in which such an attempt was be- 
gun by Einaudi. 

Now it is true that in saving the money, 
one must not damage the whole economic sys- 
tem, as happened both in Great Britain and 
in Italy about 1925-1926, out of respect to the 
mythical concept of money as a symbol of na- 
tional prestige. Yet it is no less true that we 
cannot hope for normal conditions for both 
producers and consumers, and a general eco- 
nomic improvement which would relieve the 
various hardships and lessen the social tension 
of this post-war period, if we allow the cur- 
rency to depreciate with a consequent indefinite 
rise of prices. The only effective way out of 
the difficulties due to the increasing disparity 
between the abundance of money and the short- 
age of available goods, obviously consists in 
checking the expansion of the volume of cur- 
rency, on the one hand, and in increasing the 
supply of goods on the market, on the other 
hand. 


(6) For data concerning the fall in prices—slow and mo- 
derate in the case of commodities and utterly ruinous in that 
of securities—see the Statistical Appendix, Table D, p. 265. 
This fall in prices was particularly serious when contrasted 
with the movement of wages, the index of which shows a de- 


. 


finite rise (see Table G, in the Appendix). 








The policy of Einaudi, while painful to 
those directly affected by it, is precisely intend- 
ed to operate in both these directions. There- 
fore, when judging its general expediency and 
dealing with the criticisms to which it gave 
rise, one must always consider its ultimate re- 
sults. 


7. — These criticisms are all focused upon 
the alleged harmful effects of the credit res- 
trictions on the national economy, owing to 
the difficulties created for business activity. 
However, while some of the objections are par- 
ticularly concerned with the difficulties of cur- 
rent management, others focus attention pri- 
marily upon the effects of this policy on the 
capital situation of the businesses. 

The first type of objection lays stress on 
the fact that, as a result of the contraction of 
credit, Italian businesses found themselves, in 
general, unable to meet their outstanding lia- 
bilities, including the payment of accounts fall- 
ing due and of wages and salaries. A danger- 
ous situation had thus arisen which might 
touch off a succession of business failures and, 
at the best, cause a slowing down of the pro- 
duction programme. This would inevitably 
result in an increase in unemployment and a 
diminution in the supply of goods. It was 
pointed out that, precisely with a view to pre- 
venting, as far as possible, such an undesirable 
development, the State had already been com- 
pelled to take the place of the banks by grant- 
ing emergency financial aid to several indus- 
trial establishments threatened with bank- 
ruptcy. In this situation, say the critics, what 
are the actual advantages to the country of the 
economic policy of Einaudi ? 

Now, in order to examine objectively the 
reliability of these criticisms, it is essential to 
distinguish between the businesses which were 
granted financial assistance by the Treasury, 
and all the other Italian businesses. The former 
cannot be quoted in support of these criticisms, 
because financial assistance was granted by the 
State to businesses which were largely depend- 
ent upon banking facilities for quite exceptional 
reasons: businesses which had been typically 
engaged in war production, and could not 
easily convert to peace-time conditions; which 
had large outstanding credit accounts with the 
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State; which had to bear an enormous burden 
of overhead charges, as well as a large sur. 
plus of personnel. Sooner or later, they would 
in any case have faced serious risks of failure. 
While, therefore, it is true that their position 
became desperate as a result of the credit 
stringency, it is equally true that the policy of 
Einaudi did no more than accelerate a crisis 
which was unavoidable. 

The reverse is true in regard to the other 
Italian businesses, where the contention that 
the policy of credit restriction was bound to 
have catastrophic results has so far been proved 
false. The simple reason for this is that the 
majority of the Italian industrial establishments 
were, and to a certain extent still are, in a po- 
sition to finance their business out of their own 
capital. Faced with the alternative either of 
closing down or of obtaining from other sources 
the funds they could no longer obtain from 
the banks, they preferred, even if reluctantly, 
to dispose of their reserves of foreign exchange 
and their holdings of shares or, if they had to 
import merchandise from abroad, to draw on 
their foreign balances. Thus they have done 
precisely what Einaudi wanted them to do, by 
restoring to its original use that part of the cir- 
culating capital which they had_ previously 
diverted from productive uses, and have suc- 
ceeded in getting out of their difficulties in a 
way which was satisfactory from their own 
point of view and also to the general economic 
advantage of the country. 

There does not seem to be any reason to 
think that the restriction of credit has caused 
or might cause a contraction of production in 
some industries. There is no reason to fear a 
reduction in the national income of the country 
as a result of this policy. The more probable 
result will be a speeding up of the productive 
process, due to a quicker turnover of stocks in 
the warehouses and fewer transfers of finished 
goods on their way from the factory to the 
ultimate consumer. But even admitting that 
there may be some diminution in the real na- 
tional income, to be borne by the national eco- 
nomy, there can be no justification for doubt- 
ing the expediency of the Einaudi policy, from 
the national point of view. So long as it 1s 
a matter of paramount importance for Italy to 
see its economic conditions restored to normal, 
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that is, until we can do away with all the ab- 
normal situations created by inflation, we must 
recognize the absolute necessity of a policy 
which aimed at correcting one of the worst of 
these anomalies: namely, the situation of those 
businesses which, having deliberately deprived 
themselves of part of their working capital, 
operated by means of excessive recourse to bor- 
rowed money. 


8. — The second type of objection is based 
upon the assumption that since the credit re- 
strictions had caused a heavy fall in share quo- 
tations, the companies would be hampered in 
obtaining the necessary capital resources; in- 
dee, potential investors, frightened by the 
slump on the Stock Exchange, are unwilling to 
subscribe to the fresh capital issues already an- 
nounced by many companies. And as the new 
issues are designed to obtain the necessary funds 
for reconversion or extension of plant or to 
make good capital losses due to the war, the 
policy of Einaudi, according to these critics, is 
in opposition to the real interests of the country, 
which consist in attracting into productive in- 
vestment a sufficient amount of the nation’s 
savings. 

In dealing with this contention, it is essen- 
tial that our ideas should be quite clear, as any 
apparent force in this argument is based upon 
a misunderstanding. The misunderstanding 
consists in confounding the monetary aspect of 
the problem with its real substance, in thinking 
that the amount of savings available in Italy 
or which may be accumulated within a certain 
period of time, say a year, would be sufficient 
to meet the needs of the country’s industries, 
either immediate or arising during the given 
period of time. In fact the real amount of 
such savings falls far short of the effective 
demand of industry for new capital for two 
reasons: first, in the abnormal conditions of the 
post-war period, the demands of industry for 
capital are exceptionally heavy; secondly, the 
accumulation of savings during the last few 
years has been, and still continues to be, relati- 
vely slow, partly owing to the fall in the ag- 
gregate private income of the nation, partly as 
a result of changes in the distribution of this 
income (owing to the marked levelling of dif- 
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ferences in salaries and wages, to rent controls, 
and to speculative profits, etc.). 

Generally speaking, savings never have 
been, and stil] are not, sufficient to meet the 
demand for capital in Italy. Hence, while it 


‘may be admitted that the slump on the Stock 


Exchange between May and December 1947 
prevented the investment in shares of a certain 
amount of the nation’s savings, this does not 
justify the deduction that, if this slump had 
not occurred, all the fresh issues of capital 
launched by our joint-stock companies would 
have been absorbed by the public. It is pre- 
cisely the effective absorption of new capital 
issues that constitutes the essential point of the 
whole matter, but this aspect is entirely over- 
looked by the critics of Einaudi’s policy. 

If it had not been for the restriction of 
credit, which reversed the trend of Stock Ex- 
change prices by increasing the sales of secu- 
rities and keeping down the demand, the new 
issues of capital would have been easily ab- 
sorbed by the market. But, just as happened 
with the capital increases floated during the 
early months of 1947, the balance of the new 
issues, in excess of the volume of savings avail- 
able for investment, would have been subscribed 
by speculators with funds obtained from the 
banks by contango operations. Hence, a more or 
less considerable part (which, I imagine, would 
have been very large) of the capital required by 
industry would not have come out of genuine 
savings. but from credit. This would mean 
that in order to meet a demand for new capital 
which was out of proportion to the savings 
capacity of the country, another impetus would 
have been given to inflation by creating an ad- 
ditional amount of bank money. 

The dangers inherent in such a solution are 
obvious. First, an enormous increase in the 
volume of fluctuating stock on the share mar- 
ket, with the result that this market would 
become even more unstable than it was in May 
1947; the prospects of a slump in stock prices 
would then be even more appalling than was 
the slump that actually took place during the 
second half of that year, tragic as that was. 
Secondly, the stability of the banking system 
would have become even more dependent upon 
that of operations on the Stock Exchange. 
Finally, the enormous extent to which bank 
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money would have been substituted for genuine 
savings, creating a huge amount of purchasing 
power not accompanied by a corresponding ex- 
pansion in the volume of available goods, would 
inevitably have increased the pressure exercised 
by the mass of money on the market, leading 
to a further rise in prices. And this rise, among 
other results, would have made the amount of 
capital raised by industry in order to finance its 
various programmes insufficient for the pur- 
se. 

Taking all this into consideration, the 
policy of Einaudi could hardly be condemned 
even from the point of view of its effects upon 
the capital situation of Italian industry, pro- 
vided the judgment is based upon the real and 
lasting economic interests of the country. 

One becomes both perplexed and apprehen- 
sive at the insistence with which some people, 
including some in official positions, clamour for 
administrative and fiscal measures designed to 
reverse the downward trend of Stock Exchange 
prices (and thus to favour speculation on the 
rise) with the aim of allowing our businessmen 
to proceed with the fresh capital issues they had 
planned. Apprehension becomes fear, when 
one sees stockbrokers pushing the demand for 
a public financial institution, naturally support- 
ed by the Bank of Italy on behalf of the State, 
which should acquire the fresh capital issues of 
the Italian companies with a view to disposing 
of them gradually on the market. Those who 
support such schemes have evidently failed to 
understand that the real problem which must 
now be solved in the national interest does not 
consist in supplying business concerns with all 
the capital they want, but in adjusting the vol- 
ume of the demand for capital to the available 
volume of savings. They have not yet under- 
stood that any artificial device which attempts 
to satisfy the demand of industry for liquid 
funds beyond the limits fixed by the available 
volume of monetary savings, is exceedingly 
harmful to the country, as it opens the way 
to inflation. 

Should Italian industry have to pay a rate 
of interest in proportion to the modest volume 
of available savings, its demand for capital 
would immediately be reduced. But those 
who maintain that production should be fi- 
nanced on a liberal scale, naturally imply such 


financing at low interest rates; in other words, 
though perhaps inadvertently, they propose to 
continue along the inflationary way. Unfor. 
tunately, they do not realise that so long as the 
abundance of money keeps the rates of interest 
low, the small amount of available savings con- 
tinues to be used most uneconomically, being 
scattered in relatively unprofitable investments 
instead of being concentrated in those product- 
ive activities which yield the greatest relative 
advantages to the national economy. 


g. — During the last months of 1947 the de- 
pressing effects on commodity prices of the Ei- 
naudi policy were accentuated by a combination 
of other factors. There was, for instance, the 
abundant production of olive oil; there was a 
certain slowing down of exports, as Italian 
prices were too high, at the current rates of ex- 
change, in relation to prices in other countries; 
there have been very large imports (represent- 
ing a total value of 50,000 million lire in four 
months) of meat, sugar and other foodstuffs 
authorized on the system ” franco valute ”, that 
is, the importers being permitted to pay for 
these commodities out of their available for- 
eign balances. It is clear that the reduction in 
the Italian price level can be lasting or, rather, 
the level of prices in Italy may be expected to 
oscillate round about a lower point than that 
they had reached in the summer of 1947, only 
on condition that costs of production are simui- 
taneously brought down. Otherwise, one 
would have to agree with those who maintain 
that the policy of Einaudi forces manufacturers 
and traders to sell their goods at prices which 
are bound to prove lower than the future costs 
of replacement. 

Now the restriction of bank credit can only 
contribute to a very limited extent to the reduc- 
tion of costs. It is true that there has been some 
reduction in the prices of certain industrial raw 
materials, as a result of the restriction of credit, 
which means that the cost of production of 
certain commodities has been reduced. But, 
on the whole, such reductions were slight, be- 
cause, given the types of product and the me- 
thods of production that prevail in Italy, raw 
materials only account for a relatively small 
part of the total cost per unit. A really signi- 
ficant reduction in the costs of production 
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necessitates consideration of the other items of 
expense, Which may roughly be grouped under 
the following heads: fiscal burdens, overhead 
costs and labour costs. 

' Fiscal burdens in Italy cannot, for the pre- 
sent, be reduced; they are actually tending to 
increase, owing to the ominous growth of Gov- 
ernment expenditure (7). 

As regards overhead costs, there is reason 
to believe that, precisely because of the change 
in the trend of prices and the restriction of 
bank credit, industrialists have been induced 
to overhaul the technical and administrative 
organization of their establishments. The new 
credit policy, expressed in a monetary policy 
of stringency, tends to modify the conditions 
which determine the scope, complexity and or- 
ganizational costs of business projects, So long 
as money was abundant such projects could be 
conceived on a grand scale, without paying at- 
tention to the cost. But since money became 
scarce and dear this attitude has been reversed, 
and it is reasonable to assume that business- 
men are now making every possible economy. 
Hence, provided the policy of Einaudi is strict- 
ly adhered to, without direct or indirect conces- 
sions, costs of production ought to be lowered 
by a reduction in general overheads. But it is 
useless to exaggerate the possible extent of this 
reduction, as there are several factors which 
limit its effect. Both the length of time and 
the financial outlay involved in a far-reaching 
modification of the organization of an indus- 
trial establishment depend upon the size of the 
establishment, the complexity of the technolo- 
gical processes used, the degree to which it is 
engaged in production with joint or comple- 
mentary costs, etc. Thus any significant re- 
duction in costs will only be realised after a 
considerable period of time. Moreover, beyond 
a certain limit of contraction, there exists a 
somewhat rigid link between the volume of 
overhead costs and the technological organiza- 
tion of production, so that costs can be further 
reduced only by a change in this organization 
which may easily involve an increase in costs 


(7) For the increase in fiscal burdens see below, paragraphs 
Jo and 11. For the Italian fiscal problem, see Cesare Cosciant: 
Italian Tax Policy in this Review, July 1947, p. 86, and 
Bexvenuto Griziormt: Three Forms of Capital Levy in Italy, 
in this Review, October 1947, p. 149. 
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under another head. Finally, in branches of 
production characterized by diminishing re- 
turns, a reduction in overhzad costs may often 
be offset by an increase in the costs of pro- 
duction due to the smaller volume of output. 

Under such conditions, there remains only 
the third solution: a reduction in labour costs. 
Here we confront a complex and delicate pro- 
blem, as this solution affects the standard of life 
of millions of people whose economic claims 
have great social importance. In fairness it 
must be recognized that any general reduction 
in wage rates in Italy would be impossible at 
the present time. Hence the contribution 
which labour might make to a reduction in the 
costs of production could be obtained in three 
specific ways. The first consists (in conformity 
with an agreement on this subject already 
reached in August 1947) in lifting the embargo 
on the dismissal of workers, so that surplus 
manpower now maintained by many business- 
es may be dispensed with. This surplus man- 
power is practically idle, thus representing a 
dead weight on the balance of the establish- 
ments concerned and merely increasing the 
costs of production per unit. The second form 
of contribution is an increase in productivity per 
worker in factories and offices, by means of 
greater effort and better organization. In this 
respect some progress has already been made 
during 1947, compared with the preceding 
years. Yet much still remains to be done in 
increasing the discipline and the goodwill of 
the workers and employees before the average 
output per worker is restored to the pre-war 
standard in Italy. Finally, the third method 
by which labour can help consists in revising 
the system of supplementary bonuses, paid in 
accordance with a sliding scale based on the 
cost of living index and know as contingenza. 
At present this bonus is being paid on the arbi- 
trary assumption that each worker is the only 
member of a family to be gainfully employed, 
while, in fact, in most workers’ or employees’ 
families there are two, three or even more per- 
sons employed in factories or offices. As a 
result, most family units receive several times 
over the supplementary bonus, which should 
only be paid once to each family in order to 
bring the income of the family group up to 
the level determined by the changes in the cost 





of living. This system represents a very heavy 
burden for the national economy; apart from 
its other defects, it increases the costs of pro- 
duction. It should, therefore, be thoroughly 
overhauled. This seems to me all the more 
reasonable since the economic policy of Einau- 
di has effectively raised real wages, restoring 
unskilled workers to the conditions in which 
they were in 1938 (8). 

As things now stand, however, it is discour- 
aging to have to admit that the structure of 
costs in Italy is decidedly rigid, for the reasons 
given above. There is little hope of seeing costs 
reduced sufficiently, other things being equal, 
to keep prices permanently below the level 
they reached in the summer of 1947. Even if 
the policy of Einaudi continues to be applied 
with all the initial vigour, there are substantial 
reasons for doubt whether it could produce a 
lasting reduction in the Italian price level. 


10. — The sceptical nature of this conclu- 
sion is confirmed by the fact that the economic 
policy of the Government (as defined in para- 
graph 1 of this paper) gave free play to forces 
which are working against the Einaudi policy. 
I refer to the measures concerning public fin- 
ance and the new policy for foreign exchange 
inaugurated at the end of November 1947. 

The necessity of balancing the Budget in 
order to eliminate the principal cause of the 
increasing issue of paper money has been recog- 
nized by everyone, in Italy as elsewhere. For this 
reason last spring a special Ministry of the Bud- 
get was set up with Professor Einaudi at its 
head, having the responsibility of co-ordinating 
the work of all the other Ministries which dealt 
with public revenue and expenditure. The 
financial situation of the State at that moment 
allowed for an estimated budget deficit of 
about 312,000 million lire for the current fin- 
ancial year. This deficit resulted from esti- 
mated revenue of 520,000 million lire against 
expenditure estimated at 832,000 million; and 
this gap, unless it could be reduced or financed 


(8) The check in the rise of prices during the last few 
months has been accompanied by increases in wages, due to 
extensive unrest among organized labour, with the result that 
the index numbers of wages of many categories of workers 
have actually risen above the corresponding indices of the cost 
of living. 


p. 266. 


See in this connection Table G in the Appendiy 
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by some other means, would necessarily have 
caused a considerable additional issue of paper 
money. During the following months, the re. 
venue expectations improved considerably. In. 
deed, as a result of more efficient tax assessment 
by the fiscal offices, the normal progress of tax 
collection, and the revival of economic activity, 
etc., by the end of September 1947 it was esti- 
mated that the revenue for the current financial 
year would actually amount to about 800,000 
million lire, which would mean an increase of 
280,000 million, or of nearly 54 per cent., on 
the original estimates. Unfortunately, how- 
ever, the expenditure of the State had also in- 
creased during the same period, so that the 
estimate for the whole financial year had to 
be raised by at least 264,000 million lire. Thus 
the only effective result obtained til] then by 
the Budget Minister was to keep the deficit 
approximatively unchanged at the originally 
estimated figure of about 300,000 million lire. 

As to the means by which the Budget should 
be balanced, both the Minister of Finance and 
the Minister of the Budget, speaking in the 
Constituent Assembly at the beginning of Oc- 
tober, gave it to be understood that they did 
not consider it possible to increase taxation. 
Signor Pella, the Minister of Finance, calculat- 
ed that, compared with the financial year 1938- 
39, ordinary taxation had been increased about 
40 times, while extraordinary fiscal levies had 
been raised 48 times, so that, taking into ac- 
count the depreciation of the lira, the Italian 
taxpayer was already paying the State the equi- 
valent of his pre-war fiscal contribution. Si- 
gnor Einaudi added that the present taxation 
took from 20 to 25 per cent. of the private in- 
come of the nation, which was exceedingly 
heavy, considering that the average income per 
capita in Italy hardly reached 160-200 dollars 
a year, compared with 1,200 dollars per capita 
in the United States. ” The sacrifices we are 
making by the payment of taxes”, to quote his 
exact words, ” are thus far greater than those 
made in countries with which unfair com- 
parisons are frequently made ” 

After such authoritative statements it was 
legitimate to expect that the measures taken 
in order to improve the budget situation would 
have as their primary aim the reduction of 
public expenditure. Yet instead of taking this 
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course, the Government introduced at the end _leads to inflation. At the present time this is 
of November, 1947, a series of new increases —_ altogether ruinous for the country, because op- 
in taxation which were expected to yield 96,000 _ posed as it is to the spirit which inspires the 
million lire before the end of the current finan- other Government measures, it compromises 
cial year, and this not with a view to reducing __ the effectiveness of the Einaudi policy to such 
the deficit, but merely to keep abreast of the —_ an extent as actually to threaten it with failure. 
increase in expenditure. Now I recognize that Even if it were possible to keep the budget de- 
the anxiety to prevent an increase in the defi- _ficit unchanged at its present figure, which in 
cit is perfectly well founded; but I am equally the long run is impossible as the cumulative 
convinced of the impracticability of increasing growth of expenditure cannot be made good 
taxation. This method, which has been prac- by a cumulative increase in revenue; even if 
tised in Italy for years, has by now become very the Treasury succeeded in systematically draw- 
dangerous. Not only, as stressed by the two ingon the money market by the sale of Treasury 
Ministers quoted above, because we have al- Bills; even so, the increase in Government ex- 
ready apparently reached the extreme limits of _ penditure would tend to cause a rise in prices. 
the taxable capacity of the people (in fact un- Such a rise in prices would be all the more 
less | am mistaken, the yield of taxation is be- _ probable as the new fiscal burdens, failing to 
ginning to show some signs of reaction), but hit the dwindling income and capital of the 
also because it is contrary to the spirit of the citizens, will be borne by the production and 
Einaudi policy to base the management of the exchange of commodities, as actually happe- 
public finances exclusively on forcing an in- ned with the new taxes introduced in Novem- 
crease in the revenue. In my opinion, this is ber 1947. 
the crucial point of any judgment passed on Thus there exists a sharp contradiction be- 
the present financial policy of the Italian Gov- _ tween the policy of Einaudi and the financial 
ernment. policy of the Government. This may probably 
be attributed to the pressure of political in- 
11. — The policy of Einaudi, as I have _ terests and perhaps to considerations of electoral 
shown above, is essentialiy aimed at modifying, strategy, which had the better of sound eco- 
through a liquidity crisis which it produced in _ nomics. If this is so, an explicit warning must 
private business, the psychological and mate- be given that the problem of public finance is 
rial conditions which determine individual be- so vital an issue for Italy, whose future pros- 
haviour on the market. It has, indeed, the _ perity is dependent on its right solution, that 
effect of forcing everyone to keep a certain sense it must be faced, even in the political field, 
of proportion in his business activity, while it | with much greater courage and in a more dis- 
also demands certain sacrifices from both the _ interested spirit than is usual among politicians. 
employers and the workers in the general in- It is perfectly true that the greater part of the 
terest. Now it is inadmissable for the State, public expenditure in Italy is at the present 
as a participant in the economic life of the na- _ time due to various forms of public assistance: 
tion, to be diverted by political pressure from _ to industry, to the unemployed or to the poorer 
following the lines of economic policy on which _ groups of the population. In September 1947, 
it has decided. In other words, it is inadmiss- it cost the Treasury 100,000 million lire to keep 
able that the State should be prevented from the price of bread artificially low; another 
doing itself what it pretends others should do; —_ 24,000 million lire were spent in social subsi- 
or, to put it in yet another way, that the State dies, and so on. But unfortunately it is equally 
should continue to manage its finances accord- _ true that, until the expenditure is reduced, the 
ing to principles inherited from the epoch of budget will be bound to close with a deficit; 
monetary abundance. that so long as the budget deficit exists, the 
This attitude is always dangerous, because country will always be threatened with infla- 
by favouring private interests on the false pre- _ tion; and that until the risk of inflation has 
text of serving the common good, it generates _ passed, the economic life of the country cannot 
the practice of easy-going administration and _ resume its normal course. 
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This is proved by the latest available figures 
concerning the financial situation. Public ex- 
penditure is increasing at a rate which, accor- 
ding to data referring to the last days of 1947, 
justifies an estimate of expenditure for the 
whole financial year as high as about 1,400,000 
million lire, while the revenue is estimated for 
the same fiscal year at about goo,000 millions. 
The total amount of money in circulation at 
the end of October 1947 amounted to over 
680,000 million lire, as against 496,000 million 
in January, 558,000 million in May and 667,000 
million in September of the same year. By the 
end of December 1947, it rose to 787,000 mil- 
lion, with an increase of 85,000 million in the 
course of a single month. Such an alarming 
rate of increase in the volume of money appears 
to have been due, since the month of May, to 
the increased demand of the market, which re- 
sulted in drawing more money from the Bank 
of Italy by means of expanded rediscount opera- 
tions. Yet precisely because the monetary situa- 
tion is already so strained, the pressure of public 
expenditure upon the resources of the Treasury 
justifies a feeling of grave apprehension. 

The rehabilitation of Italian public finance is 
therefore an urgent necessity; any delay in 
taking decisive measures will inevitably make 
the situation more complicated and a solution 
still more difficult to achieve. 


12. — Another aspect of Government policy 
which conflicts with the Einaudi policy is the 
change in the foreign exchange system which 
came into force at the end of November, 1947. 

Up to that time, anyone receiving sums in 
foreign currency was obliged to hand part of 
this money over to the State at the low official 
rate of exchange of 350 lire per dollar (pro 
rata for other currencies). Only after having 
complied with this regulation, which in most 
cases involved the surrender of half the amount 
of foreign currency received, was the person 
concerned permitted to sell the balance at the 
free rate of exchange quoted for the so-called 
” valuta di esportazione”’. As from the end 
of November these regulations were consider- 
ably modified. The holder of foreign currency 
is still compelled to hand over at least half, 
and not less than half, of the total amount. But 
the State now pays for this foreign exchange at 


a rate varying from one month to another and 
corresponding, within certain widely fixed |i. 
mits, to the average prices quoted on the free 
market during the preceding month for the 
” valuta di esportazione’’. Consequently the 
average price at which foreign currency can 
now be legally sold in Italy is much closer to 
the effective market price and, indeed, may 
even exceed it if the trend of prices on the free 
market has been going down or if a phase of 
declining prices follows a period of rising 
prices. 

The reasons which suggested this new po- 
licy were manifold, according to a statement 
made by the Minister of Foreign Commerce. 
However, if we eliminate all the duplications 
occurring in his explanation, it seems that the 
Government adopted this new foreign exchange 
system for three reasons. First, in order to 
facilitate the sale of our goods and services to 
foreign buyers. Then, in the hope of inducing 
Italian citizens holding balances abroad to 
transfer these balances to Italy. Finally, it 
was intended gradually to prepare the ground 
for restoring a single market rate of exchange 
in Italy, which is an indispensable condition 
for the eventual stabilization of the lira; and 
such a return to a uniform rate of exchange 
would also be indispensable (according to the 
Minister’s statement) in order that Italy could 
avail herself of the assistance of the Interna- 
tional Monetary Fund. 

This last reason was considered particularly 
important by those who maintained that the 
official rate of exchange was not proportionate 
to the depreciation of the lira inside the coun- 
try. The supporters of this view have failed, 
and still fail, to realize that at the present time 
no equilibrium in foreign exchange can be 
achieved. So long as international trade is 
hampered by barriers put up by ourselves and 
by other countries; so long as there is no free 
international circulation of people and of capi- 
tal; so long as the monetary systems of prac- 
tically all countries are under inflationary pres- 
sure; so long as prices are subject to Govern- 
ment control, and consumers are stil] rationed, 
etc., — just so long will the market be unable 
to quote a rate of exchange that would make 
prices at home and abroad effectively equal. 
In any case, the Directors of the Monetary 
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Fund have recognized, in regard to member 
States which established their exchange pari- 
ties several months ago, the precarious character 
of such declarations; while our own reform in 
this field was received with evident reserve. 

The real reasons for this measure, at a time 
when transactions in foreign exchange must of 
necessity remain subject to Government con- 
trol, are the two others mentioned above: 
facilitating the repatriation of capital which had 
fled from Italy since 1946, and encouraging 
our faltering export trade. But if these are 
the reasons, I cannot help feeling doubtful of 
the real expediency of this measure if it is con- 
sidered, as I insist it must be, from the point 
of view of the general advantage of the country. 

Meanwhile, it is strange to try to encourage 
the repatriation of fugitive capital by acknow- 
ledging the depreciation of the lira. Such ca- 
pital might, indeed, return if the owners could 
be convinced that there would not be another 
devaluation in the near future, which might 
have been true if the lira had really been on the 
eve of effective stabilization. As, however, this 
is very far from being the case, it is possible that 
the ” incentive ” offered to those who had trans- 
ferred their capital abroad will actually produce 
an effect exactly contrary to that aimed at by 
the Government, by generating new doubts 
concerning the stability of the lira. Until the 
country is really on the point of stabilising the 
lira, capital will return during a period of reva- 
luation upwards of the currency but never du- 
ring one of devaluation, so that in this respect 
our reform of the foreign exchange regulations 
may prove quite useless. At best, on the other 
hand, it has been superfluous, since a certain 
amount of capita] had already been repatriated, 
owing to the liquidity crisis and the fall in 
prices (which actually involves a certain reva- 
luation of the lira on the domestic commodity 
market) produced by the Einaudi policy. Why 
then, it may well be asked, change the existing 
regulations ? 


13. — At first sight, the objective of encour- 
aging Italian exports is more in line with the 
general interests of the country. Our exports, 
indeed, after a period of boom in 1946 due to 
the urgent European demand for goods and to 
the absence of competition from other countries, 





257 


were hampered in 1947 by the rise in our price 
level, and by the revival of intense interna- 
tional competition. By reducing the value of 
the lira in terms of foreign currencies, the new 
system could secure compensation for the ad- 
verse effects of the internal depreciation of the 
lira, Italian home prices having been restored 
to the level of normal competition. Now I do 
not object to this practice on the ground, so to 
speak, of ” fair play”, considering that owing 
to the marked rise in our prices the adjust- 
ment of the rate of exchange, on which our 
exporters have to base their calculations for 
sales abroad, does not actually involve under- 
selling or dumping. Accordingly, I do not 
condemn this measure on the ground that it 
leads to the wholesale export of our labour and 
our wealth at prices below cost price, or because 
it has disadvantageous results on our interna- 
tional trade. Instead, while recognizing that 
this measure has done away with multiple rates 
of exchange and the discriminatory character 
inherent in such rates, I deplore, for reasons of 
a more general nature, its elimination of bar- 
riers which restricted our exports, because at 
this time I consider intensive and indiscriminate 
exports to be harmful to the Italian economy. 

This attitude to the export problem seems 
to me justified because, other things being 
equal, the rise in prices in Italy would not have 
been so pronounced during the last two years 
if some of the goods exported had been sold 
on the home market. These exports, as we 
are always told, were necessary to secure the 
foreign exchange we needed in order to buy 
from abroad essential commodities and food- 
stuffs. This statement, however, is not con- 
vincing, both because it misrepresents the ob- 
jective pursued and because, even if this objec- 
tive were as alleged, it did not represent a 
genuine need. In fact the aim alleged is false, 
because by far the greater part of the foreign 
exchange obtained by the export of Italian pro- 
ducts was not actually used to pay for essential 
imports but served to transfer abroad Italian 
capital. There are naturally no statistics to 
prove this fact; but the available evidence is 
sufficiently convincing. Thus, it will be 
enough to notice that between January 1946 
and May 1947 the value of Italian exports, ac- 
cording to official returns, amounted to 135,000 















million lire, while during four months in the 
second half of 1947 Italy imported foodstufts 
to the value of 50,000 million lire, by drawing 
on the balances in foreign currency Italian citi- 
zens had fraudulently accumulated abroad. 
This means that at least to the extent of 50,000 
million lire, but really to an amount certainly 
much larger, Italian exports up to that time 
had served not the alleged interests of the coun- 
try but those of certain groups of private indi- 
viduals. Besides, to pass now to the second 
point, even if all the foreign exchange received 
by the exporters had really been used to pay 
for essential imports, the actual necessity of 
such imports would still need to be proved. 
In fact, from the moment after the war when 
we resumed our foreign trade relations, 80 to 
go per cent. of our imported goods have been 
free gifts, as we have been unable to pay with 
our exports for more than 10 to 20 per cent, of 
the value of the commodities imported. It 
must be added that some of our exports are 
only possible on condition that the necessary 
raw materials are first imported. Under such 
conditions, on what reasonable grounds is it 
possible to assert that exports are essential to 
permit Italy to import the commodities her 
economy needs ? 

This truth is beyond dispute in normal 
times, but in our present conditions it has be- 
come a slogan bordering on absurdity. It can 
become dangerous when it justifies a policy of 
indiscriminate encouragement of exports; be- 
cause the only commodities which it really suits 
Italy to export today are luxuries (such as mar- 
ble, silk, high-class motor cars and, in general, 
high-class goods), the consumption of which 
we ourselves must renounce owing to the im- 
poverishment brought upon us by the war. The 
export of any other commodities, such as gen- 
eral consumer goods, causes economic harm to 
the country, even if it suits the private interests 
of the producers concerned, because it contri- 
butes to that shortage of commodities on the 
market which, combined with the increase in 
the note-circulation, causes high prices -— with 
a rising cost of living, higher wages and higher 
costs of production. 

Unfortunately, this attitude finds little res- 
ponse in Italy, as everybody seeks to profit by 
the present state of economic difficulty. It is 
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particularly regrettable that this attitude is not 
shared by some persons in positions of respon- 
sibility who, undoubtedly in good faith, refuse, 
as a matter of principle, to believe that a res- 
triction of exports may in certain cases be to 
the general economic advantage. Yet the rea- 
sons adduced above certainly deserve to be dis- 
cussed, not simply rejected a priori. They tend 
to show that in the peculiar economic condi- 
tions of present-day Italy, serious doubts are 
being entertained as to the universal validity 
of the traditional view, that large exports are 
beneficial to a country. These doubts are based 
on the fact that there exists a marked dis. 
parity between the average income of the great 
mass of the Italian population and the average 
level of prices on the Italian home market, as 
well as on the rather discouraging consideration 
that so long as this disparity lasts the miserable 
condition of life of the Italian people will be 
bound to continue. This will inevitably mean 
a continuance of the present state of social and 
political tension and, through the necessity of 
granting successive increases in wages, will lead 
to a rise in the costs of production and a gen- 
eral rise in prices, creating new difficulties for 
the exporters themselves. Thus, a moment will 
be bound to recur when, with the customary 
justification of the need to adjust the lira’s rate 
of exchange to its diminished purchasing 
power in the home market, one may be com- 
pelled to have recourse to another devaluation. 

The view that, under conditions similar to 
those now existing in Italy, exports of basic con- 
sumer goods should be reduced rather than ex- 
panded, is not, as some people insist, merely a 
fad of some isolated economists. Indeed, ac- 
cording to members of the United States Con- 
gress responsible for the preparation of the 
Harriman Report on economic aid to Europe, 
it would not be wise to encourage European 
exports by means of an excessive restriction of 
consumption (such restriction may result not 
only from rationing but also from excessively 
high prices), because a certain increase in the 
volume of consumer goods required by the 
population would seem to be essential to res- 
tore the incentive to production (9). 


(9) On this subject (par. 13), see also L. C.: Survey on the 
Italian Monetary Situation, in this Review, July 1947, P- 123 
seq., especially note (2). 
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14. — Substantially, therefore, the contro- 
versy over the export of essential consumer 
goods reflects a fundamental disagreement as 
to the economic policy that is best for the coun- 
try. In Italy, with the policy of Einaudi, in 
force between September and November 1947, 
combined with the temporary difficulties en- 
countered by the export trade, the supply of 
goods on the home markct tended to increase 
and, consequently, prices came down, In this 
way one might have hoped to reduce the costs 
of production or, at least, to prevent their in- 
crease, so as to secure, in the end, more favour- 
able conditions for the export trade itself. Yet 
at the end of November it was decided to 
change the regulations on foreign exchange in 
such a way that, by favouring exports, they are 
bound to counteract the effects of the Einaudi 
policy. Now, why reduce financial pressure 
upon those who had not yet liquidated their 
stocks of goods and reserves of foreign ex- 
change ? At a time when the prices of many 
foodstuffs and industrial products, as well as 
the rates of foreign exchange, were already 
moving downward, why reverse this move- 
ment and suddenly offer the exporters the un- 
hoped-for prospect of selling abroad the com- 
modities which they could quite well dispose of 
on the home market, even though at less pro- 
fitable prices ? 

It may be said that the reason lay in the 
necessity of mitigating the difficulties in which 
many businesses were involved by the policy 
of Einaudi. Yet in this manner the Govern- 
ment served the interests not of the country as 
a whole, but of particular sectors of its eco- 
nomy; i.e. on the one hand, the complete res- 
titution to productive use of the capital with- 
drawn from industry was prevented to the ex- 
tent to which the export trade enabled it to 
escape from the liquidity crisis; while, on the 
other hand, the downward trend of prices was 
more or less hindered, also owing to the fact 
that the increase in the rates of foreign ex- 
change raises the prices of imported commo- 
dities and of Italian goods made from imported 


materials. It is true that the Government, rea- 
lizing these harmful effects, decided to keep 
unaltered the prices of imported materials 
(wheat, coal, etc.) which the State sells to pri- 
vate traders. This practice, however, is only 
applicable without cost to the Treasury in res- 
pect of commodities received as a free gift; for 
all other goods it involves an addition to bud- 
get expenditure, and therefore does not elimi- 
nate the price-raising effects of the new for- 
eign exchange regulations upon all the nu- 
merous other imported commodities. 

The present situation does not allow us to 
cherish any illusions as to a further reduction 
in the domestic price level. And if we recall 
the somewhat similar conclusions we reached 
in the preceding pages with regard to the pro- 
bable effects of the recent fiscal measures, we 
fee] justified in maintaining the opinion put 
forward at the beginning of the present study, 
to the effect that the economic policy of the 
Government, since the end of November 1947, 
has been definitely in opposition, both in in- 
tent and in methods, to the policy of Einaudi. 


From this we can draw two conclusions. 
First, that within the present Italian Govern- 
ment there is not sufficient agreement as to 
what should be considered the general eco- 
nomic interests of the country and, consequent- 
ly, as to the efforts that must be made to serve 
these interests. Secondly, powerful pressure 
must have been exercised by private interests 
upon the Government in recent times, to secure 
the adoption of measures which could relieve 
the pressure of the Einaudi policy upon the 
market. 

This does not imply that the policy of Ei- 
naudi has been reduced to a shadow, as it will 
still continue to have a certain effect so long 
as the credit restriction on the banking system 
remains in force. But we must admit that this 
policy has certainly lost much of its original 
power. And if, for some unfortunate reason, 
its residual power were to be neutralized, by 
one means or another, the consequences for the 
country might prove very serious. 





Note about the “ Survey of Current Inflationary and Deflationary 
Tendencies ,, prepared by theZUnited Nations Department of 
Economic Affairs (Series A. No. 2 September 1947. Lake Success, New York) 


GIULIO PIETRANERA 


1. — The second Report prepared by the United 
Nations Department of Economic Affairs studies — in 
Part II — the Italian economic situation from the 
standpoint of ” full employment”. 

The possibility of applying the theories of full em- 
ployment to the difficult Italian situation have been 
widely discussed in Italy (1); but so far as we know, 
no Italian studies have examined from the historical 
standpoint the problem of inflation and deflation in its 
specific relation with the absorption of unemployed 
labour. 

According to the analysis made by the publication 
under review, Italy would seem to offer an important 
exception to the practical principles held by the doc- 
trine in question. Inflation and unemployment should 
be incompatible; the one should exclude the other; and 
this would seem indeed to have occurred during some 
periods in the economic life of the Anglo-Saxon coun- 
tries. But in Italy — unlike other European coun- 
tries — inflation is accompanied by unemployment. 

The Survey itself suggest an explanation of this 
abnormal situation in Italy which is in conformity 
with the traditionally accepted principle: 


” Tt follows that the co-existence of inflation and 
unemployment in Italy can be traced to a shortage of 
equipment and key materials in relation to available 
manpower ”” (2). 

We should like first to submit some remarks on 
points of detail in the material offered by the Survey, 
and then on the conclusions it suggests. 


2. — The data on the National Product (3) do not 
correspond to those given in some Italian sources 
known to us. The net National Product — after 
deducting the banking costs — expressed in milliards 
of 1938 lire fluctuated, from 1938 to 1946, to the fol- 
lowing extent: 
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The following table brings together the estimates of 
National Product calculated by Italian students and 
organisations, and compares them to those given in 


the Survey: 
Taste I (a) 
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Official Estimate | 





Survey 
1947 dollars (b) 
(milliards) 


1938 lire 
(milliards) 


(milliards of 1938 lire) 








DE. + 2 SK A’ eo 43.1 40.7 25.5 2.064 
aa eee 40.04 37.6 26.0 2.105 
SN ar aw 10.34 9.8 . 7.3 0.591 
Es eas PS er ae ee 6.7 6.4 6. 6.0 0.485 
Professional activities . . . 18,2 17.3 1,328 


Banking Costs . -1.8 ~-1.8 — 








116.6 Ir0,0 75.0 81.2 6.573 


was caloulated by the Government Commission on National 
Income. 
(b) The lira has been converted into 1947 dollars by the 


(a) The data given in the rst column have been elaborated 
by Prof. Felice Vinci. The estimates for 1947 correspond to offi- 
cial government estimates. The figure given in the text for 


agricultural income in 1947 is given here thanks to the good 
offices of Prof. Corrado Gini and Prof. Benedetto Barberi; it 


(1) See: Virrorio Marrama: Some Aspects of Italian Econo- 
vy and the Theory of Full Employment, in this Review, p. 220. 


method adopted by the Bank of Italy according to which a 1947 
doll. is equivalent (taking U.S. price levels into consideration) 
to 12.352 1938 lire. 


(2) Survey, p. 50. 
(3) Survey, Table 23, p. 47. 
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Although these calculations are somewhat arbitrary, 
and although the selection of one estimate rather than 
another may be open to discussion, it should be noted 
that the Italian sources differ considerably from those 
of the Survey. 

According to the Survey, the Italian agricultural 
income amounted to 32.5 milliard 1938 lire in 1946. 
One cannot see how it can have been reduced to 25.5 
milliards in 1947. The 1946 crops were poor, owing 
to the scanty supply of fertilisers and of means of 
work. In 1947 the crops may have been unsatisfactory 
both for the reasons above mentioned and because of 
unfavourable weather conditions, and the growing 
burden arising from the inelasticity of agricultural 
wages. It should, nevertheless, be considered as at 
most a stationary and not a diminishing quantity. 

On the other hand, according to official reports, the 
Italian agricultural income amounted in 1947 to some 
1400 milliard current lire. If we use 52 as the coef- 
ficient of reduction (average increase in the prices of 
vegetable and animal foodstuffs from 1938 until the 
ten first months of 1947) (4) we get a sum of 26.92 
milliard 1938 lire, which does not differ to any marked 
extent from the official Italian estimates. 

The reliable character of these estimates also author- 
ises us to note the divergency in the industrial income 
(17 milliards in 1946 according to the Survey and 26 
milliards in 1947 according to the official estimate). 
It is easy to see how such marked divergencies may 
affect both Italian commercial and financial relations, 
and foreign opinion regarding the degree and the 
special modalities of economic recovery and of fiscal 
and exchange policies, etc. 

The pressure of taxation — now so high in Italy (5) 
— would seem to be less heavy if we accept the 
figures given by the Survey. Opinions on the Italian 
agricultural situation, considered also in relation to 
the fall in the price of American cereals and to United 
States relief plans, may be misled by such marked 
divergencies as those met with in the case of agri- 
cultural income. A figure for agricultural income 
higher than the real one might suggest that the fiscal 
policy lacks an economic statistical foundation and 
that its purpose is to favour one group to the injury 
of another. 


3. —- The estimates of National Product react, of 
course, on the other estimates. Thus, real national 
income is converted by the Survey into a monetary 
income by using a price index for inflating national 
income of 2,270 in 1945 and of 3,000 in 1946 (6). 

An examination of the several sources and of the 
several series of Italian price index numbers — referred 
to in the Survey on p. 49, accompanied by a complaint 
that ” they are far from being comprehensive ” — does 
not enable us to identify the series which has been 


(4) See: Bollettino dei Prezzi of the Central Institute of 
Statistics, Nov. 1947, Pp. 5- 

(5) See: Luicr Feperict, Six Months of Italian Economic 
Policy, in this Review, p. 254. 

(6) Survey, Table 22, P- 45- 
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used. It does not seem to be the official one published 
by the Central Institute of Statistics of Rome which, 
after an interruption during the war years, has again 
been published since 1946, giving the data as from 
May of that year (7); nor any of those mentioned in 
Table 26 of the Survey (Florence avanguardia index, 
and Edison index of Milan). 

The index number 3,000 for 1946 corresponds fairly 
well to an arithmetical average of the monthly index 
numbers of the Central Institute of Statistics, from 
May to December 1946. But that Institute published 
no index numbers for 1945 (2,270 according to the 
Survey). This index number is not to be found in 
the various tables of the Survey of the U.N.R.R.A., 
1947 (8). The 1945 index number of 2,252 (given in 
Table LXVI on p. 185 of Italy’s Economy in 1947. 
Report submitted by the Italian Government Dele- 
gation to the 5th U.N.R.R.A. Council) was a pro 
visional calculation; it is not now given by the Central 
Institute of Statistics, therefore, for that year, we have 


no official figure. 


4. — The estimate of the National Product in 
current lire is of course affected by the uncertainty 
of the price index number, as are also the indexes 
of the ratio of the quantity of money to current value 
of national income. These indexes fall to 90 in 1945 
and to 78 in 1946 (1938=100) and should roughly 
indicate the pressure of pent-up demand in terms of 
liquid savings (9). They are affected not only by the 
uncertainty prevailing as to the estimate of the mone- 
tary volume of the National Income, but also by the 
further arbitrary character of the estimate made of the 
total quantity of money. 

The total quantity of money includes — as speci- 
fied by the Survey — Bank of Italy notes, A.M. lire (10) 
and State notes, deposit and current accounts. The 
total quantity of money is said to have risen from 77.5 
milliard lire (1938) to 795.6 (1945) and to 1,233.9 (1946). 

These figures are open to criticism from many 
points of view. In the first place, they do not include 
the circulation of negotiable instruments, issued by 
Banking Institutions whose annual proportions have 
been considerably modified from 1938 to 1946. 


1938 1945 1946 
(milliards of lire 


on December 31st) 
Negotiable instruments issued 
by Banking Institutions (a) 2.3 56.8 92.1 


(a) Includes: vaglia cambiari of the Bank of Italy, assegni 
circolari (a special type of Banker's drafts), and fedi di credito 
emitted by the Banco di Napoli and Banco di Sicilia. 


(7) See: Explanatory notes and Table D in this Review, 
October 1947, pp. 197 and 199. 

(8) Cir. UNRRA, Survey of Italy’s Economy, Rome, June 
1947 - par. 259, addition p. 317. 

(9) Survey, p. 45- 

(10) This item is called by the Survey *’ American lire ’’, 
evidently a mistaken term. This seems all the more strange 
as the so-called A.M.Lire (Allied Military Lire) have claimed 
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The comparison of the figures for bank money 
in 1938 and the following dates can only be an approx- 
imate one, as the data for 1938 refer to some 300 banks 
only and not to the 365 considered in the new series 
of statistics supplied by the Bank of Italy since 
December 1943. The comparison can therefore only 
be made for 1945 and 1946, 

On the other hand, if consideration is to be limited 
to those bank means of payment that have exercised 
a real pressure on prices, it must be limited to the 
balances of the current accounts of the banks with 
their clients, in which case the estimates given by the 
Survey will be modified as follows: 











Taste II 
Balances 

Bank : Italy | of current Total 

notes, Treasur ‘ ‘ 
ete otes, Treasury — - quantity 
notes, and the banks f ‘ 
’ with their of money 

Amlire 


clients 


1938 22.495 (17.5) (a) | (39.995) (4) 
1945 319.233 166 - 485.233 
1946 512.711 329.8 842.511 








(a) The balances of current accounts for 1938 are given in 
brackets owing to the above-mentioned impossibility of making 
an accurate comparison with the following years. 


But if we wish to take into account the whole 
mass of means of payment at the disposal of the 
market and the "rights held to receive money”, 
the volume of which has had a dynamic influence on 
the expansion of income, the ratios are considerably 
modified as follows. 

Taste III (a) 








Means of Riches held 
ights held to 

Date of _ “wane . , Total 

at the disposal | receive money 

of the market 
1938 37.7 140.3 178 
1945 590.— 673.3 1263.3 
1946 884.4 1047.0 1931.4 


(a) See for these data: Luic1 Feperic1, Moneta e reddito in 
Italia (1928-1945) in the Review Congiuntura economica, Decem- 
ber 1948. Means of payment include, besides legal tender, the 
negotiable instruments issued by Banking Institutions, and the 
balances of current accounts of the banks with their clients, 
after deducting the cash held by the banks. Rights held to 
receive money include: deposits with the banks; deposits in 
post-office savings bank accounts and p.o. certificates; Treasury 
bills; and advances on pluriannual Treasury bonds and on other 
national debt securities (advances being calculated at the sup- 
posed ratio of 50 % of the par value of the securities). 


It seems to us, anyhow, that the ratio of quantity 
of money to current value of national income, as cal- 
culated by the Survey, or as it might be calculated 
on the basis of either of the two previous suppositions, 


the attention of American students, more especially of Frank 
A. Southard, in ’’ The Finances of European Liberation ’’, New 


York, 1946 (p. 21 et seq.). 
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cannot even roughly express the pressure of pent-up 
demand in terms of liquid savings. 

To relate the quantity of total money — as cal. 
culated in Table II — to the current value of national 
income for the purpose of obtaining a rough index of 
the said pressure, would mean to suppose that legal 
tender and bank money have weighed each year pro- 
portionately and with like intensity on currency circu- 
lation and hoarded funds. It has instead happened 
that the ratio between the two masses (see Table IV) has 
been displaced with the development of inflation and 
that the original ratio between the velocity of the 
circulation of legal tender and that of current accounts 
with bank clients has also changed considerably. 








Tase IV 
| > Total note [Current account P 
Date circulation balances = 
(1) (2) (3) 


1938 22.495 17.5 0.777 
1945 319.233 166.- 0.520 
1946 512.711 329.8 0.643 


Moreover, the velocity of the circulation of legal 
tender and of bank deposits seems to have differed in 
the period considered to an extent which does not 
allow of summing up the two masses of purchasing 
power, and still less of relating them, thus summed 
up, to the monetary income of the nation. 

Prof. Luigi Federici, following the method of cal- 
culating of The Economist, in estimating the liquid- 
ity tendency of the market as affected by the varia- 
tions of monetary income, has obtained, by turning 
upside down the coefficients of liquidity, index num- 
bers for the velocity of circulation of money which 
represent roughly the movement of events as really 
experienced. 

The respective velocity of legal tender and of bank 
money is shown to have been 3.02 and 3.46 (1938). 
In 1945 the coefficients of velocity are shown to have 
been respectively 1.66 and 3.70 (11). 

The pressure of liquid savings is shown to have 
been much heavier in the case of legal tender, and 
this is also proved by the information available on 
the vast hoarding of bank notes (12); the growing 
ratio of that kind of money as compared to bank 
money, seems further to have strengthened the res- 
pective weight of the former. 

It would therefore seem to us difficult to secure 
index numbers of hoarding and liquidity, taking as 
our starting point the total volume of the currency, 
without specifying its quality and without analysing 
its circulation, On his side, Prof. Federici follows this 
last mentioned system which therefore seems to us to 
start from correct principles though arbitrary and 
hazardous in its practical applications. 


(11) Luic: Feperict, loc. cit., p. 8 and a, Tab. 3 and 4. 
(12) In 1944 the velocity of circulation of legal tender attained 
a minimum of 1.04 (Feperict, loc. cit., Tab. 4, p. 9)- 


Note about the ’’ Survey of Current Inflationary and Deflationary Tendencies "’ 


_ — Prof. Marrama’s article has called attention 
to the difficulties besetting and hindering the develop- 
ment of Italian economy, due above all to the insuf- 
ficiency of savings (13). The Survey in its turn con- 
siders that the acute inflationary pressure in devastated 
Europe is due to a disequilibrium between require- 
ments of savings and consumption, sharpened by the 
reduced volume of the national pre-war income (14). 

This approach taken by the Survey — which refers 
also to Italy — covers both the Italian inflation prob- 
lem and that of the insufficiency of savings, as this 
insufficiency is met by using the lever of compulsory 
saving. The single way of the presentation is 
made yet more evident if we consider that the full 
employment theories are thought by many to be based 
on a definitely inflationist supposition. 

Considered from this point of view, it should now 
be remarked that the most recent trend of Italian 
economy has brought the economic situation consid- 
erably nearer to that postulated by the theory of full 
employment so clearly defined by Prof. Kalecki (15). 
The supplies of raw materials and power producing 
products have improved in a very satisfactory manner, 
approaching the pre-war level. Though this may not 
be the general belief, very heavy investments have 
been made as compared to the low level of income 
and consumption, for carrying on the work of recon- 
struction. Recent data, not yet published, for the 


eighteen months since the beginning of 1946 to the 


end of the first half of 1947, show that the invest- 
ments made amount to 33 milliard 1938 lire. If we 
deduct the disinvestments made over the same length 
of time (10.7 milliard lire), the figure for real savings 
amounts to some 22.3 milliard lire from the 1st of 
January 1946 to the 30th June 1947, of which 14.6 
milliard were invested in 1946 and 7.7 in the first half 
of 1947 (16). 

A flow of 14.6 milliard lire in real savings — even 
if we take into account gratuitous contributions from 
abroad, consisting however for the most part in con- 
sumption goods — represents, when compared to the 
Italian national income available in 1946 (some 82 
milliards of 1938 lire, inclusive of the gratuitous con- 
tributions), a quota of 18°. 

To make a correct estimation of the relatively high 
figure of this percentage it should be remembered that 
in normal times real Italian savings amounted to about 
10° of the national income, and that even in the 
years of preparations for war the quota of income 
thus subtracted from consumption did not exceed 
16 °/, of the national income, though in both cases 
the income referred to exceeded by not less than 30 °/, 


that of today. 


(13) See: Virtorio Marrama, loc. cit., p. 225. 

(14) Survey, p. 2. 

(15) See: Vittorto Marrama, loc. cit., p. 227. 

(16) The real savings amounting to 22.3 milliards of 1938 
lire correspond to 1.805 milliards of 1947 dollars, at the accepted 
rate of conversion of 12.352 1938 lire=1 $ 1947. 


The improvement in the Italian situation as regards 
the supply of raw materials and power producing 
products, and the reconstruction of the productive 
equipment of the country, evidently has as its coun- 
terpart the heavier degree of inflation and similar 
measures taken to raise the volume of savings. Un- 
fortunately, these 18 months of marked increase of 
investments have been characterised also by the growth 
of unemployment, as shown by the afore-mentioned 
figures (17). 

Several hypotheses can be brought forward to ac- 
count for this coincidence between inflation and un- 
employment to which the Survey calls attention. One 
may surmise that unemployment in Italy is a pheno- 
menon connected with demographic causes and of a 
structural nature which cannot be cured by a revival 
such as that which has occurred in Italy. In this case 
we should accept the opinion expressed by the Survey: 
” The specific problem of Italian unemployment could 
be radically solved only by a long-run process of ex- 
pansion of industry and agriculture” (18). 

Or one may suppose that the improvement that 
has occurred has been quite insufficient for starting a 
normal policy of full employment, and thus accept the 
opinion which considers that policy only applicable 
under normal conditions, and therefore after the dis- 
appearance of post-war conditions. In this case, we 
should accept the typical Anglo-Saxon view of the 
theory, but this would tie countries like Italy to a con- 
trol system from which one can see no way out. 

One may also consider that the approach adopted 
to-day in Italy in drawing up plans for rehabilitation 
along lines similar to those for full employment, is 
vitiated by unreasonable features which make them 
inefficient, The plans for public works and the mea- 
sures taken for placing the South on a sound eco- 
nomic basis are part of a general economic plan in 
which inflation on behalf of the Treasury, growing 
pressure of taxation, and the burden of extraordinary 
taxes are accompanied by credit deflation and by a 
policy for keeping food prices low. 

The most probable hypothesis would still seem to 
be that which couples two conditions standing in the 
way of an Italian policy of full employment: the 
insufficient development of Italian economy and the 
incompatibility of the several features of the Italian 
plans for full employment. 

The former difficulty might be partially overcome by 
a thorough transformation of Italian economy brought 
about by making the country essentially an indus- 
trial one, and by making it complementary to interna- 
tional markets. The latter difficulty is more difficult 
to overcome both because of the reactions between 
purely political plans and economic plans, which is 
characteristic of the present situation (and probably 
also of the future), and because of widespread scepti- 
cism as to the theoretical soundness of the theories 
above referred to. 


(17) See: Virrorto Marrama, loc. cit., p. 221. 
(18) Survey, p. 51. 
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ITALIAN STATE BUDGET (a) Table A 
(in milliards of lire) 
| Koa : : ~ Ascertained receipts _s, Engaged expenditure a Surplus or deficit i 
Fiscal Years . ipt Actual expenditure 4 | 
Actual receipts ry Ss a’ er —— : 
inni ” Irdi- traor- 
beginning Ordi- Nstiiseail mee |) Total | ame = . = Total and mg Total 
ist July nary | dinary| Total of nae A feos Total ol expen- or aI 
’ receipts | receipts capital - xP capital diture | °P!4 
pts P’ diture | diture ~ ie ee 
_ | = 
1938/39 27 | 0.90 28 3 31 23 17 40 2.8 43 | — 12] + o2]/— 11.8] 
| 
1941/42 38 | 3 41 50 aa 35 83 118 4 22} — 77), + © |— 31 
| . 
1942/43 43 | 6 49 54 | 103 42 93 | 135 25 160} — 86] + 29 |— 57 
1945 / 46 125 3 125 g2 220 160 349 509 44 553 — 381] + 48 |— 333 
1946/47 346 | 6 352 | 335 | 687 | 318 | 614 | 932 | 303 | 1,235] — 580) + 31 | — 549 
| | | 
(a) Data 1943/44 and 1944/45 not available. 
Source: Bollettino Mensile of the Central Institute of Statistics (Istituto Centrale di Statistica), Rome, 1947. 
SITUATION OF THE INTERNAL NATIONAL DEBT Table B 
(in millions of i ae 
“a 7 | 7 | ~ Floating debt 
P . | as ein = id a ¥ Total of 
onsoli- nterest- : 
Recdema : Advances Notes of internal 
| Date dated and sage Treasury bearing by the sesh , * 
ble debt _ current y Total the State public 
others Bills Bank | 
accounts debt 
of Italy | 
(a) 
1938 (June 30) | 52,995 49,126 8,922 19.959 | 1,000 29,881 1,563 133,565 | 
1943» » | 52,945 178,092 53,130 55,306 59.882 168,318 5,919 405,274 
| 1944» » 52,945 176,059 61 ,867 59,522 79,842 201,231 6,500 436,735 
| 1945 » » 52,945 206,293 157,695 93,085 330,686 581,466 7,281 847,985 
1946 » » 52.945 278,569 239,009 145,754 343,012 727,775 7,348 1 ,066 637 
1947» » . | 52,947 428,851 279,327 175,238 365,891 820,756 6,617 1,309,171 
1947 November | 52,947 428,834 308,652 198,519 374,064 881,235 6,856 1,369,872 








(a) Cassa Depositi ¢ Prestiti (Government Institution administering the postal deposits), Banking Institutes and others. 
Source: Boilettino mensile of the Central Institute of Statistics (Istituto Centrale di Statistica), Rome, 1947 and 1948. 
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Table C 












































(in milliards of lire) 
. . aa “Advan. | Extraor- ‘ ee Operations | | 
; hi ‘ e Interest- Ar egy ta 
vee ces Trea- _ | inary | Debts | Current] pearing | Trea- mace ow 
Re- | Bill dis-| made Securi- | advan- ae ing the period 
End of period against | sury ces to at account Proce’ Sia — 
serves | counted] securi- : ties the y ; —" current | Dis- | Advan- 
ties and| bills Trea- sight | deposits y account ; 
banks counts ces 
goods sury | 
1938 } 3.8 3-7 3-7 — 0.8 2 0.9 0.9 — | 08 13.9 36.6 
1943 .2 5-5 7.2 8 0.9 79| 7.9 17.4 18.5 | 47-3(a)} 20.9 60.3 
1944 ; 05 3.8 4.1 30 | Og 202.7} 14.2 24.6 81.9 | 98.4 (a); 12.6 39-3 
1945 0.5 9.8 5-4 68 | 0.9 342-7 | 13-4 46.9 120.2 | 20.5 25-4 105.7 
| 1946 0.5 44 13.1 68 37.8 342-7 | 15.1 59-1 tor.2 | 10.1 | 97 264.6 
| 1947 January 0.5 44.9 10.3 68 37-6 342-7 | 15.1 54-6 94-4 | 32.0 10.9 28.3 | 
| » July | 05 | 80.5 21.9 7 | 37-5 342.7 19.1 43-4 69.6 | 6.4 34-5 62.5 
» August 0.5 | 93-1 20.4 68 37-5 342.7 15.8 38.7 57-7 | 12.1 34-4 56.4 
» September} 0.5 | 98.6 23.9 65 37-5 342.7} 17.7 33-7 50.7 | 17.3 27.6 57-4 | 
» October 0.5 | 109.2 27.8 75 37-5 342.7; 16.3 38.3 68.6 | 23.8 30.2 63.8 | 
» November 0.5 116.2 27.9 81 37-5 342.7 15.5 32.6 75.3 | 32-5 50.3 62.9 | 
| » December 0.5 137.2 34-3 — 37°55 342.7 16.2 52.5 86.5 0.4 61.6 80.7 | 
1948 January 0.5 | 131.7 | 30.9 — 37-4 342.71 17.8 55-9 100.7 | 19.1 20.1 52.7 | 


(a) Treasury debt. 


Sources: Bollettino Mensile of the Central Institute of Statistics (Istituto Centrale di Statistica), Rome, 1947 and 1948. 
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WHOLESALE PRICES 


(Index Numbers 1938 = 100) 
























Foodstuffs 





Months 

Vege- ’ 
utte | Animal 
1946 July 2,252 4,243 
1947 January 2,973 6,549 
» February . 3,030 6,683 
» March. 3,171 7,301 
» April 3,711 | 7,995 
» May 5246 | 8,936 
» June 4,185 9,085 
» July 4,751 ,216 
» August 4,851 9,909 
» September 5,114 10,411 
» October 4,939 9,433 
» November 4,478 8,567 
» December 4,396 8,035 
1948 January 4,306 7,782 


Textiles 


3,826 
5,880 
5,858 
5,954 
6,367 
6,988 
6,988 
7,084 
6,862 
7,154 
6,807 
6,641 
6,404 
6,117 


. Raw 
Hides, . 
. material, 
Skins metal 
and and 
Foot- engi- 
oes neering 
products 





3,687 | 2,154 
5,138 3.161 
5,059 | 3,496 
5,611 3,855 
6,218 4,011 
6,859 | 4,739 
6,769 5,066 
6,674 | 5,291 
7,177 5,722 
7,088 6,476 
6,302 6,451 
5,374 6,423 
4,958 6,296 
4,914 6,165 


Source: Bollettino dei prezzi of the Istituto Centrale di Statistica, 1948. 





















Fuels 
and 
lubri- 


ficants 
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3,754 


a 
N 
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4,235 
4,120 
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Table E£ 
ae 
Chemical Bricks, | 
eee Paper Lime | 
materials Lumber Glass | 
; goods and 
and 
Cement 
products 
‘ieee 
3,137 3,034 2,767 3,205 | 3,741 | 
4,656 4,383 4,929 4,353 3,741 | 
4,580 4,662 4,997 | 4,953 3,741 | 
5,198 5,495 5,232 5,204 | 3,741 | 
5,319 5,894 5,702 5,151 3,741 | 
55515 | 7,459 | 6493 | 5,659 | 4,608 | 
5,565 9,105 7,741 6,060 4,608 | 
6,287 9,512 7,480 6,289 4,608 | 
6,265 9,483 7,872 | 6,423 | 4,608 | 
| 6,504 9,505 7,872 | 6,643 4,608 | 
1 6,387 9,299 7,467 6,506 4,608 
6,042 8,205 6,686 | 6,457 4,608 
5,815 7,894 6,546 6,309 | 4,608 | 
5,744 | 7,589 | 6,392 | 6,153 | 4,608 | 























NATIONAL INDEX NUMBERS OF LIVING COST 








(1938 = 100) 
Months Total Index Foodstuffs Clothing 
1947 January . 3,639 4,644 55479 
» February 3,717 4,734 5,663 
» March 3,823 4,842 5,928 
» April 4,165 5,322 6,164 
» May. 4,370 5,591 6,398 
» June. 4,655 5,971 6,680 
» July . 4,805 6,143 6,830 
» August . 5,069 6,469 6,938 
» September . 5,331 6,846 7,154 
» October 5,316 6,798 7,212 
» November . 5,084 6,453 7,106 
» December , 4,921 6,193 6,835 
1948 January 4,338 6,063 6,539 
Source: Bollettino dei Prezzi of the Istituto Centrale di Statistica, 1948. 


Heating and 
lighting 


1,518 
1,580 
1,619 
1,620 
1,757 
1,902 
2,241 
2,396 
2,510 
2,534 
2,483 
2,401 
2,452 


(inclusive of family allowances) (1938 = 160) 








Classes of industry 







Mines and quarries . 
Wood 

Food . 

Metal 

Engineering 

Non metallic ores 
Building 

Chemical 
oe 
Leather and Footweat 
Textiles 















Electric Power : 
On the whole . 


| Skilled workers 


| August 





Housi 


202 
203 
249 
249 


249 
249 
260 
260 
260 
269 
269 
324 





Specialised workers 





Nov. Dec. August 
Sept. 1947 | 1947 Sept. 
| 1947 | 7" | 1947 
4,218 | 4,488 | 4,556 | 4,893 
3,930 | 4,192 | 4,255 4,527 
| 3,558 | 3,866 | 3,924 | 4,102 
3,602 | 3,821 | 3,875 | 4,107 
| 3,768 | 3,997 | 4,056 4,528 
' 4,635 | 4,935 | 5,009 | 4,904 
3,840 | 4,117 | 4,179 | 4,128 
4,122 | 4,387 | 4,450 | 4,675 
3,333 | 3,599 | 3,652 | 3,461 
4,068 | 4,334 | 4,399 | 4,290 
4,530 | 4,995 | 5,064 | 5,050 
| 4,421 | 4,645 | 4,697 | 4,538 
| 3899 | 4,178 | 4,239 | 4,506 





Nov. 
1947 


5,133 
4,829 
4,413 
49353 
4,810 
5,248 
4,447 


4,940 
3,662 


4,591 
5,381 
4,829 
4799 


| 
| 


' 


Ordinary workers 
and skilled labourers 


Dec. | August) Noy. 
oe Sept. — 
Deu KT Uancosd 
5,210 5,186 | 5,760 
4,901 4,966 ,298 
4,483 4,332 | 4,705 
4,417 | 4,597 | 4,880 
4,883 | 5,070 | 5,400 
5,329 | 5,181 | 5,583 
4,515 | 4,587 | 4,936 
5,012 | 4,827 | 5,155 
3,723 | 4,265 | 4,563 
4,661 | 4,621 | 4,950 
5,459 | 5,365 | 5,700 
4,893 | 4,851 | 5,139 
4,862 | 4,846 | 5,197 
- 42. 


Source: Bollettino dei Prezzi of the Istituto Centrale di Statistica, n. 1, 1948 January, p 


Dec. 
1947 


5,849 
5,379 
4,781 
4,953 
5,484 | 
5,670 
5,014 
5,234 
4,638 
5,019 
5,783 
5,211 | 


5277 


y 
ng 


August 
Sept. 
1947 


5,789 | 


5,735 


4,630 | 


4,806 
5,377 
5,368 
5,159 
5,069 
4,650 
5,059 
5,727 
5,254 


5232 


Table F 


4,02 

4,105 
4,169 
4,302 
4,314 


Table G 


CONTRACTUAL WAGES INDEX NUMBERS IN INDUSTRY FOR CLASSES OF INDUSTRY AND PROFESSIONAL GROUPS 













Labourers 

Nov. | Dec. 

1947 | 1947 
6,298 | 6,396 
6,109 | 6,202 
5,034 | 5,142 
5,000 | 5,083 
5,724 | 5,815 
5,805 | 5,899 
5,581 | 5,672 
5,452 | 5,539 | 
5,027 | 5,117 | 
5,342 | 5,429 | 
6,149 | 6,139 
5,651 | 5.732 
5,648 | 5.742 
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AVERAGE SHARE QUOTATIONS 
(Milan Stock-Exchange: 1938= 100) Table H 





Metallurgical Mining and 
and engineering chemical 





. . General 
Electrical Textiles 
Index 


gi-XIl-1945 - - + + + + 550.95 247.13 573-31 914.80 


517-99 
31-XI1-1946 e ° ° ° ° ° ° 226.49 


701.20 1,144.00 3,490.38 1,300.94 
golV-1947 - - se ee .398.16 2,398.30 3,734.15 9,919.72 3,354-10 
jo-VI-1947 - - ee ee 657-79 1,229.82 2,949.35 6,898.88 2,293.93 
gi-VIl-1947 - - - + + e ,639.71 1,442.25 2,973.36 7,063.66 2,466.15 
ag-VIIl-1947  - - » «© « »518.72 1,351.51 2,796.37 6,327.79 2,277.24 
30-IX-1947 - - + + «© + 3273.32 1,165.11 2,541.29 5,702.16 2,006.15 
31-X-1947 . - ses, hak ,087 — 854 — 2,161 — 4,194 — 1,608 — 
28-X1-1947 770 — 628 — 1,502 — 2,798 — 1,120 — 
M-RM-I9g7 . ss se ee 865 — 607 — 1,536 — 3,276 — 1,209 — 
1198. - ee ee ee | 777 — 459 — 1,338 — 2,795 — 1,040 — 
a a ae a 821 — 427 — 1,482 — 3,369 — 1,142 — 





Source: Quaderni di Studi e Notizie of the Edison Group (Gruppo Edison), Milan, 1947 and 1948. 


INDEX NUMBERS OF ITALIAN INDUSTRIAL PRODUCTION 
(monthly average 1939 = 100) 


Table | 


Industries 





En ; General 
Mining | Metallurgical | Building Electric Index 
materials 


1946 

January 25-01 

july . 2 ee 54-22 47-93 64.26 (a) . 36.40 (a) 55-53 (a) 
Amgom 1 wk 51.73 43-20 (a) 58.35 (a) 42.15 (a) 53-68 (a) 
September . . . ’ 53-92 51.83 (a) 69.60 (a) 103.36 47-72 (a) 59-58 (a) 
October 49-04 50.98 67.36 (a) gg.18 45-51 (a) 57-06 (a) 
November . . . 56.83 42.48 (a) 58.64 (a) 87.59 41.85 (a) 51.55 (a) 
December 56.49 39-95 (a) 47-77 (a) 99.88 45-74 48.— (a) 





1947 


re 51.75 37-80 (a) 36.62 (a) 80.32 35-88 
February. . 48.67 (a) 35-43 (a) 34.03 (a) 72.15 32.15 
ee 58.01 (a) 49-75 34.87 (a) 90.81 46.75 


es: «ew a 47-86 (a) 61.59 (a) 36.10 (a) 103.43 51.41 
May o 


43-— (a) 
42.— (a) 
47-— (a) 
52.— (a) 
46.94 (a) 72.— (a) 42.66 (a) 121.95 64.54 61.— (a) 


47-— (a) 70.— (a) 50.— (a) 120.23 72.62 68.— (a) 
55-— (a) 73-— (a) 56.— (a) 127.71 71.92 71.— (a) 
42.— (a) 75-— (a) 60.— 115.16 68.19 71.— (a) 
54.— (a) 79.— (a) 60.— (a) 103.83 64.46 73. — (a) 
54 — (a) 74.— (a) 59.— (a) 103.70 69.35 72. — (a) 
50.— (a) 69.— (a) 55-— (a) 97-53 63-45 68.— (a) 
47-— (a) 65.— (a) 53-— (a) 101.92 57-01 (a) 64.— (a) 





June 

July 

August 
September 
October 
November 
December . 


1948 


January . . 48.— (a) 61.— (a) 50.— (a) 102,60 (a) 49-78 (a) 61.— (a) 


(a) Provisional indices 


Source : 
147 and 1948. 


calculated by the General Confederation of the Italian Industry, Rome, on the basis of partial data. 


Notiziario of the General Confederation of the Italian Industry (Confederazione Generale dell’Industria Italiana), 
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¢ di stipendio). 


Relazione of the 


Italy 1946/47/48 for 1944 and 


& 234.0 


bills 


mainly Governments securities (totallin 


of 


Bank 


of the 


Source: 


#); (a) includes: 


milliard lire by September 30, 


aeeoure €G@ 4iirt fi 


Banca d'Italia for 1939 and Bollettino 


seq. 


on 


called impieghi, i.e., 


the s 


1947); (e) includes: 


BANCA NAZIONALE DEL LAVORO 


HEAD 


ALGHERO 
ANCONA 
ASCOLI PICENO 
BARGA 
BARI 
BERGAMO 
BIELLA 
BOLOGNA 
BOLZANO 
BRESCIA 
BRUNICO 
CAGLIARI 
CARRARA 
CASTEGGIO 
CASTEL SAN GIOVANNI 
CATANIA 
CATTOLICA 
CHIETI 
CHIOGGIA 
CIVITANOVA MARCHE 
CIVITAVECCHIA 
COMO 
CORIGLIANO CALABRO 
CORTEOLONA 
COSENZA 
CREMONA 
CROTONE 
CUNEO 
EMPOLI 
FABRIANO 
FANO 
FERMO 
FERRARA 


OFFICE: 


Offices and Branches: 


FIORENZUOLA D’ ARDA 
FIRENZE 
FOLIGNO 
FORLIP 
FRATTAMAGGIORE 
GAETA 
GENOVA 
GORIZIA 
GROSSETO 
JESI 
LAMPEDUSA 
LANCIANO 
L’AQUILA 
LATINA 
LECCE 
LIVORNO 
LUCCA 
MACERATA 
MANTOVA 
MERANO 
MESSINA 
MILANO 
MODENA 
MONSUMMANO 
NAPOLI 
NOLA 
PADOVA 
PALERMO 
PARMA 
PAVIA 
PERUGIA 
PESARO 


ROME 





PESCARA 
PIACENZA 
PORTO RECANATI 
PORTO SAN GIORGIO 
PORTO TORRES 
RAVENNA 
REGGIO CALABRIA 
REGGIO EMILIA 
RICCIONE 
RIMINI 
ROMA 
SALERNO 
SAMPIERDARENA 
SAN BENEDETTO del 
TRONTO 
SASSARI 
SAVONA 
SCHIO 
SENIGALLIA 
STRADELLA 
SULMONA 
TERAMO 
TORINO 
TRENTO 
TRIESTE 
UDINE 
URBINO 
VENEZIA 
VERCELLI 
VERONA 
VICENZA 
VOGHERA 


eerie 





